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Avoiding Overstrain 


BEHIND THE SOMEWHAT uncertain trends of Mr. Amory’s 
Third Budget there lies the qualified optimism of the 
Economic Survey, 1960 (Command 976). The White 
Paper is cast in a rather different form this year— 
recalling the Surveys of some years ago it essays a judg- 
ment, at fair length, on the prospects. It gives us as well a 
retrospect on 1959, with a series of judgments. 

During last year industrial production gathered 
momentum and in the last quarter was 10 per cent. higher 
than a year before (but let it be regretfully interspersed 
that it was also 10 per cent. higher than in 1955). In the 
final quarter of 1959 there was a marked acceleration in 
the restocking movement, always a difficult magnitude to 
assess and, even more, to forecast. It also seemed then, 
and was abundantly confirmed later, that a marked 


increase in fixed capital formation in industry was on the 
way. General consumption, it was apparent, would con- 
tinue to grow, if at a slower pace than in 1959, mainly 
because of the growth of hire purchase repayments. So 
far the general expansion has been achieved without any 
appreciable rise in the price level and with a growth of 
exports, though our international balance has. deteriora- 
ted, partly because imports have been rising faster than 
exports. 

The problem for 1960 is to combine increases in pro- 
duction, investment and exports with continued price 
stability and an improvement in the balance of payments. 
On the whole external conditions, both in the highly 
industralised countries and those producing primary 
materials, are favourable to increased international 
trade, in which Britain should take a share unless our 
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prices become uncompetitive and a 
booming home demand holds back 
exports. The scope for increased pro- 
duction is probably less than in 
1959—it must be achieved mainly 
by using physical assets which have 
not yet fully contributed to the 
expansion and by securing an increase 
in output per head by workers 
already fully employed, although 
part of the expansion could come 
from the large number of school- 
leavers, the return of married women 
to industry and (assuming it is 
achieved) the reduction in unemploy- 
ment in the areas of lagging industry. 
The Survey reiterates the estimate 
that some recent wage or hour agree- 
ments—engineering is in mind—could 
have the effect of putting hourly rates 
up by 6 or 7 per cent. if, though stand- 
ard hours are cut, actual hours are 
unchanged. A general rise of this 
order would threaten British com- 
petitive power. But labour costs, 
continues the White Paper, are not 
the only problem. Profit should not 
be allowed to take so large a share of 
increased productivity that benefits 
cannot be spread to consumers 
through a lowering of prices. 


Internal and External Spending 

TWO OTHER White Papers, that on the 
Balance of Payments (Command 
977) and the Preliminary Figures of 
National Income and Expenditure 
(Command 988), complete the pre- 
Budget material published from 
official sources. 

As may be seen from the adjoining 
table, our external surplus on current 
account fell as against 1958 from £349 
million to £145 million. However, 
our net long-term investment abroad 
rose from £259 million to £548 
million; thus, after taking account of 
capital transactions our deficit was 
£403 million—({£40 million less than 
that after errors and omissions). 
The main counterpart was a fall in 
the reserves of £119 million and a net 
rise of £244 million in what we owed 
on sterling balances less what we held 
in foreign exchange outside the re- 
serves. But of the total deficit of £363 
million all but £100 million was due 
to non-recurring capital transactions, 
including the additional subscription 
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of £232 million to the International 
Monetary Fund and an advance 
repayment of £89 million to the 
Export-Import Bank. 


INCOME 

(£ million) 
1958 1959 

Income of employees 
and the Forces 13,390 13,864 
Professional earnings* . . 271 280 

Profits of sole traders 

and partnerships and 
farmers’ incomes* 1,528 1,627 
Profits of companies* . 3,062 3,370 
Miscellaneoust . . 1,898 1,690 
Gross national income 20,149 20,831 


(at factor cost) 


*Gross of depreciation allowances. 
_ tProfits of public bedies and undertakings, rent, net 
income from abroad, stcck appreciation and residual 
error. 


EXPENDITURE 

(£ million) 
1958 
14,973 


1959 
Personal consumption .. 15,570 
Current expenditure of 
public authorities on 
goods and services 
Capital formation: 
1958 1959 


3,726 3,964 


Fixed 
assets 
Dwellings 582 
Stocks 135 


2,936 2,990 
646 
235 


3,653 3,871 


Plus exports and income 
received from abroad 
not offset by imports 
and income paid 
abroad ee 


435 241 


Gross national expendi- 
ture (at market prices) 
Less indirect taxes (net 

of subsidies) 

Gross national expendi- 
ture or product (at 
factor cost) 


22,787 23,646 


2,638 2,815 


20,149 20,831 


Source: Preliminary Estimates of National Income 
and Expenditure, 1954 to 1959 (Command 988). 


The main figures of our internal 
accounts are set out in the accom- 
panying table. It may be added that 
gross fixed investment in 1959 was 
174 per cent. of the gross national 
product, valued at factor cost, about 
the same proportion as in 1957 and 
1958 but up on the year by £118 
million or 34 per cent. in absolute 
amount. Investment in stocks and 
work-in-progress rose by £100 million 
to £235 million and net investment 
abroad fell by £204 million to £145 
million. Personal saving rose on the 
year by £189 million to £1,449 
million and total saving was little 


changed at £4,016 million represent- 
ing 19 per cent. of the gross national 
product against 20 per cent. in each 
of the three years 1956-58. 


£ million 

1958 1959* 

Credits: 
Visible exports 3,428 3,547 
Invisible exports 1,341 1,293 
4,769 4,840 

Debits: 
Visible imports 3,330 3,605 
Invisible imports 1,090 1,090 
4,420 4,695 
Current account balance +145 


+349 


*Provisional. 
Source: United Kingdom Balance of Payments, 1957 
to 1959 (Command 977). 


A First Step Gire-wards? 

LAST YEAR THERE was a good deal of 
discussion in this country of an 
aspect of Continental finance of 
which little had ever been previously 
heard—the “‘giro’’ system of credit 
transfer, by which a simple notifica- 
tion by a payer to a central office 
results in his being debited and his 
payees being credited in the office 
books. The clearing banks declared 
that they were looking into the ques- 
tion whether there was room for any 
such system here; soon afterwards 
the Radcliffe Report said that there 
undoubtedly was; the Post Office 
announced that it was considering the 
possibility of operating a giro; and 
the banks came out with a further 
statement that, while they would 
await the publication of the Radcliffe 
evidence before deciding finally about 
the giro, they proposed in the mean- 
time to develop and extend the 
traders’ credit system. 

Now in a new announcement from 
the banks we are told that a credit 
clearing, on the lines of the cheque 
clearing, is introduced on April 20 
as a first step towards making traders’ 
credits more popular. The credit 
clearing is no more than a mechanism 
and will not itself serve the public— 
indeed, in some instances credits will 
arrive a day later than they did 
before—but it will provide a much 
more efficient system of transfer of 
credits between banks and one hopes 
that the result in the end will be 
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savings passed on in part to the 
customer. At the outset the clearing 
will handle only traders’ credits and 
payments under standing orders. A 
second stage will transfer to it pay- 
ments by a customer at one branch 
for credit of his account at another. 
The third and final stage will be 
reached when the clearing is well 
established enough to deal with 
“third-party” credits, as when build- 
ing society or hire purchase payments 
are paid into a bank by people who 
have no banking account at all. The 
proposed expansion of traders’ 
credits (see ACCOUNTANCY for Decem- 
ber, 1959, page 638), presumably to 
be brought about by advertising, will 
represent a useful development of 
banking service, but acceptance of 
third-party credits may be even more 
significant in extending the use made 
of the banks. 

The concern of accountants is 
that money transfers should be made 
as cheaply as possible and they will 
interested to hear whether the banks 
consider after digesting the Radcliffe 
evidence that any more formal move 
towards the giro is called for on the 
score of economy. 


The Ethics of the Practising Accoun- 
tant 

THE INSTITUTE OF Chartered Ac- 
countants in England and Wales, 
following the example of the British 
constitution and in contrast to 
professional bodies in some coun- 
tries, had steadfastly refused to 
formulate an all-embracing list of 
regulations governing professional 
conduct; instead it relied upon 
its members’ sense of personal 
responsibility and highly-developed 
conscience, backed by broad prin- 
ciples of conduct binding upon them 
all. These principles were that a 
member must be honest with himself 
and with others; he must do unto 
others as he would that they should 
do to him; and he should do all he 
could to maintain the esteem and 
respect in which the profession was 
held by the public. So said Sir Thomas 
Robson, M.B.E., F.C.A., at the begin- 
ing of his address heard by a large 
gathering of members of the Char- 
tered Accountant Students’ Society of 
London last month. 
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Though there was no written code, 
continued Sir Thomas, thecharterand 
bye-laws, the Members’ Handbook 
and announcements of the Council 
contained among them certain fun- 
damental rules of conduct and 
indicated certain definite offences. 
In clause 20 of the charter there was 
given a short list of prohibitions, and 
in clause 21 offences which might 
attract penalties. Of these provisions 
the prohibition in clause 21 of an act 
or default discreditable to a member 
covered an undefined field within 
which fell most of the matters of 
complaint against members. 

Convictions for breaches of the 
law of the land, legal or financial 
incapacity, wilful breach of the bye- 
laws of the Institute, failure to pay 
dues, improper use of a member’s 
name in public accountancy work not 
controlled by him, improper sharing 
of profits, engagement in an occupa- 
tion inconsistent with that of a public 
accountant, and a number of other 
offences, even if not specifically pro- 
hibited, might be viewed as dis- 
creditable and as providing grounds 
for specific penalties. 

In the ten years to end-1959, Sir 
Thomas said, apart from cases of 
non-payment of dues, penalties were 
inflicted in less than 150 cases out of 
a membership which over most of the 
time was 15,000/20,000 but towards 
the end exceeded 32,000. But 
penalties inflicted did not indicate 
complaints considered by the In- 
vestigation Committee: that com- 
mittee, after going into a matter 
brought to its notice, or hearing the 
member’s explanation, often decided 
not to bring a charge before the 
Disciplinary Committee. 

An analysis of the 144 cases found 
proved and punished in the ten years 
showed that 68 followed convictions 
in the courts—28 for failure to make 
proper returns as liquidator or 
receiver. The other 40 ranged from 
financial offences of the gravest 
character to defaults not involving 
dishonesty. Financial failure led to 
21 penalties imposed by the Dis- 
ciplinary Committee. 

Among the other causes attracting 
penalties was advertising. The more 
blatant forms of advertising and 
solicitation were obvious enough, but 
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the chartered accountant was barred 
from announcing in the public Press 
—as distinct from the professional— 
changes of address or partnership. 
Nor could his name appear in leaded 
type in directories. His notepaper 
must not state what services he 
offered—beyond what was conveyed 
by his description of chartered 
accountant. Publication in the Press 
of examination results should provide 
no undesirable publicity for either 
clerk or employer—but it was per- 
missible for the candidate’s name, the 
examination, details of prizes or his 
place in the examination, the name 
of principal and firm and the town 
in which the principal practised, to be 
published. 

A rare offence was failure to get in 
touch with an auditor (whether a 
member of the Institute or not) before 
accepting an appointment as his 
successor, in order to discover 
whether there was any valid reason 
for rejecting the nomination. Even 
rarer were failures in duty by 
principals to articled clerks. Sir 
Thomas’s audience was invited to 
note that articled clerks themselves 
were also subject to discipline by the 
Institute and in the past decade two 
clerks had been barred from future 
membership. The clerk, equally with 
his employer, was responsible for 
secrecy concerning a client’s affairs 
and either might be disciplined for 
disclosure. 

The chartered accountant as such 
must not exceed the scope of his 
proper activities. He must not put his 
name publicly to a statement outside 
his competence, such as a forecast of 
profits—on which, however, he could 
certainly advise a client privately—or 
the virtues of a product. 

Could an auditor or a member of 
his staff properly buy or sell shares in 
a company of which he was auditor? 
Sometimes to do so would mean using 
knowledge not available to share- 
holders generally, but not always. 
“The auditor must be honest with 
himself and others and, if in doubt, 
keep out.” 


A Commercial Post Office 

AT THE HEART of the Government 
proposals to make the Post Office 
a truly commercial enterprise is the 
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setting up of a statutory trading 
fund to be managed by the Post- 
master General and divorced from 
Treasury responsibility. As long ago 
as 1932 the Bridgeman Committee 
recognised the case for a Post Office 
of a commercial type: there was some 
progress, but the war brought a 
set-back and it was not until 1955 
that the Post Office became respon- 
sible for balancing its income and 
expenditure and was encouraged to 
conduct itself commercially. But the 
traditional cash accounting of a 
government Department remained, 
with the Treasury control that goes 
with it. For years, to be sure, 
commercial accounts on a revenue 
and expenditure basis, and including 
a balance sheet, have also been 
prepared (depreciation being on 
current values). But the dual account- 
ing will now cease, and commercial 
accounts will be more fully employed 
as an instrument of financial control, 
subject to the need under which the 
Post Office will still labour to provide 
certain unprofitable services, such as 
postal deliveries in thinly populated 
areas and the telegraph. The neces- 
sary legislation, to be introduced into 
Parliament next session, will sta- 
tutorily recognise the commercial 
character of the Post Office, and will 
require it to balance its accounts 
taking one year with another. 

Two anomalies will remain in that 
officials of the Post Office will remain 
civil servants, the Treasury deciding 
their terms of employment, and 
the Post Office will still be exempt 
from most forms of taxation (but it 
will make a contribution to the 
Exchequer of approximately equal 
amount). A point remaining open in 
the White Paper explaining the 
proposals (The Status of the Post 
Office, Command 989, H.M. Sta- 
tionery Office, 6d. net) is how capital 
expenditure, once sanctioned, is to be 
financed. Is the Post Office to go into 
the market, as the local authorities 
are now required to do, rather than 
to draw funds from the general 
Exchequer pool? The matter is 
important, as capital outlays planned 
for 1960/61 amount to £98 million. 

The freeing of the Post Office from 
Treasury hamstrings, its more 


thorough-going accounting on com- 
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mercial lines and the forthcoming 
legislation do not in themselves 
guarantee that true commercial enter- 
prise will flow from St. Martin’s-le- 
Grand. They are symbols as much as 
instruments—but, particularly since 
the recent tenure of office of Mr. 
A. E. Marples, M.P., F.C.A., as Post- 
master General—symbols of a spirit 
that does now seem to be that of 
profit and loss. 


Deferment of National Service 
ARISING FROM THE decision of the 
Government that no man undertak- 
ing training for membership of the 
Institute of Chartered Accountants 
in England and Wales will be called 
up for national service if deferment 
has been granted until a date after 
May 31, 1960, the Institute has asked 
the Ministry of Labour about the 
position of candidates who have been 
granted deferment to present them- 
selves for the Final examination of 
the Institute in May, 1960. The reply 
from the Ministry reads: 
Since candidates for the May, 1960, 
(Institute Final) examination will 
have been allowed deferment to sit 
that examination and since the 
examination does not finish until 
June 3, 1960, it follows that the men 
sitting this examination will not be 
called up. 


The position of a candidate granted 
deferment to make a second attempt 
at the Final examination of the 
Society in May, 1960, remains 
unchanged. Deferment will not have 
been granted beyond May 31, 1960, 
and the candidate will therefore be 
available for call up whether he 
passes or is unsuccessful. 


Fact-finding on Resale Price Main- 
tenance 
THE BOARD OF Trade is to hold an 
inquiry to establish the facts about the 
extent and effects of individual resale 
price maintenance. The Restrictive 
Trade Practices Act of 1956 prohibits 
resale prices being collectively en- 
forced upon retailers by suppliers, 
but extends the powers of individual 
suppliers to enforce price mainten- 
ance by legal proceedings. 

The Board of Trade has received 
much correspondence, some in favour 
and some against the practice of 
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individual price maintenance. A new 
booklet by Professor B. Yamey, 
which came down heavily against, 
was noticed in these columns last 
month (pages 132-33). 

The President of the Board thinks 
more information on the facts about 
the practice is needed. It appears 
that price maintenance has practically 
ceased in the food trade but it is still 
practised in many other trades. To 
start the inquiry the Board is sending 
specific requests for factual inform- 
ation to representatives of com- 
merce, industry, consumer organisa- 
tions, trade unions and individuals; 
any others are also invited to send 
written evidence. If necessary written 
evidence may be clarified or supple- 
mented by oral evidence. To permit 
the greatest freedom of expression 
the inquiry will be confidential. It is 
impossible to say when it will be 
concluded. 


Pension Funds into Equities 

THE DECISION OF the Private Bill Com- 
mittee of the House of Commons to 
allow the Bill promoted by the Corn- 
wall County Council, seeking powers 
to invest up to one-half of its super- 
annuation fund in other than trustee 
securities, will mean that the sixteen 
other Private Bills promoted for the 
same purpose by local authorities can 
also proceed. The Cornwall Bill will 
now go to third reading. 

The Government Bill to extend the 
investment powers of trustees gener- 
ally is expected early next session, but 
the Government no longer objects on 
this account to the earlier passage of 
Private Bills of local authorities. It 
has issued a warning, however, that it 
holds itself free to restore uniformity 
by repealing or amending the relevant 
clauses in local Acts when general 
legislation is introduced. 

When asked by the Chairman of 
the Committee what would be the 
advantage if the County Council 
received its powers now, without 
waiting for general legislation, its 
representative replied that there 
would be some relief to the pressure 
on the market that would be caused 
when many trustees of charitable and 
other funds later sought to sell gilt- 
edged securities to get into equity 
investments. One cannot imagine, 
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attend Study Groups under one of our Tutors. 

All these facilities are becoming increasingly 
available in the Provinces and are NOT the 
subject of additional fees. 


You need not wait for the publication of fur- 
ther items in this series—WRITE NOW for full 
details of our tuition service (and the other eleven 
reasons) to: 


121 London Wall, E.C.2. 


TO MEET A NEED... 
FOR THE STUDENT— 
FOR THE PRACTISING ACCOUNTANT 


MODERN TRENDS IN THE FORM 


OF PUBLISHED ACCOUNTS 


A new book published by TEXTBOOKS 
LIMITED. 


Enthusiastically written and showing an excellent 
grasp of the problems facing bcth the Student and 
the Practitioner. 


Numerous illustrations from published accounts, 
including several which have received The 
Accountant Award, together with the complete 
text of the relevant Accounting Recommenda- 
tions of the Institute of Chartered Accountants 
in England and Wales. 

Attractively designed and bound, it is worthy of 
a place on the shelves of every Accountant and 
Secretary. 


Net Price 13s. 9d. By Post 14s. 9d. 


TEXTBOOKS LIMITED 


20, MILTON ROAD, HARPENDEN, 
HERTS. 
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READY NEXT MONTH 
The Second Edition of 


A Guide to Management Accounting 


by H. W. BROAD, Fca, acwa and K. S. CARMICHAEL, aca 


As in the first edition of this book, the authors have in this second edition aimed at providing 
an introduction to Management Accounting. The examination syllabuses of the professional 
accountancy bodies have been covered but this is not a book only for accountants, persons in 
commerce should find many useful suggestions contained in the text. 

With many illustrations, the book covers the general principles underlying the integration of 
policy and budgets, the preparation of control documents and the analysis of an appreciation of 


the variances between budget and actual. 
The last two chapters cover office organisation and equipment including the principles 


underlying the use of computers. 


Of the last edition it was said: ‘““This book meets an urgent need and meets it with traditional 
professional thoroughness which may well qualify it for inclusion among the classics of 
accounting literature.” The Accountant. 


Price 18s net Post Free U.K. 19s 3d 


H.F.L. (Publishers) Ltd 


I0 EARLHAM STREET . LONDON WC2 


INCOME TAX OR SALE 
NORMAL TERMS 


Further particulars from 


ORRIDGE & CO Established 1846 
184 STRAND, LONDON, WC2 


Telephone: TEMple Bar 9212/3-6340 
Branches in: Liverpool, Sheffield, Birmingham, Southampton and Swansea 


SURVEYORS, VALUERS & AGENTS 


OF 


ESTATE DUTY FACTORIES 


nd 


INCREASED INCOME 


Does your practice include clients who are potentially liable 
to an Estate Duty rate of 24% and upwards? Do you think 
such clients would be interested in increasing spendable 
income, while at the same time substantially improving the 


value of the Estate? 
Iso, we either or both advantages may be 
achieved. 
— London Wall 7201 (5 lines) 


E. W. PAYNE & CO. (LIFE & PENSIONS) LTD. 
Kent House, Telegraph Street, London, E.C.2 
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however, that this degree of relief 
would be very marked. 

American Institute—Research Pro- 
gramme 

WE REPORTED LAST May (page 242) 
that the American Institute of Certi- 
fied Public Accountants was em- 
barking on a large research pro- 
gramme to cost up to $250,000 a 
year—a major development in its 
educational policy. The programme 
is now under way and its director has 
been appointed. He is Dr. Maurice 
Moonitz, C.P.A., at present Professor 
of Accounting at the University of 
California in Berkeley. He takes up 
his new post on July 1. Dr. Moonitz 
has served as chairman of the com- 
mittee on accounting theory of the 
American Accounting Association. 
He is a contributing editor of the 
Accountant’s Handbook and a co- 
author of a two-volume text in ad- 
vanced accounting. He obtained his 
B.S., M.S. and Ph.D. degrees in the 
University of California. 

It is expected that the results of 
the research of the accounting re- 
search division will be published as 
“‘accounting research studies” by the 
Director of Accounting Research and 
will form the basis of formal pro- 
nouncements by the Accounting 
Principles Board. Anyone interested 
in submitting comments, suggestions, 
or other material for the use of the 
research staff is invited and urged to 
do so. Advance notice of the intent to 
participate in the projects in this way 
will be appreciated. All corres- 
pondence relating to the studies 
should be addressed to: Mr. Perry 
Mason, Acting Director of Accoun- 
ting Research, American Institute of 
Certified Public Accountants, 270 
Madison Avenue, New York 16, 
N.Y. The projects now under way 
are as follows: 


Basic Postulates and Broad 
Principles of Accounting 
The report of the special committee 
on the research programme, approved 
by the Council of the American Insti- 
tute in April, 1959, contained the 
following comments on this project: 
An immediate project of the accounting 
research staff should be a study of the 
basic postulates underlying accounting 
principles generally, and the preparation 
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of a brief statement thereof. . . . Postulates 
are few in number and are the basic 
assumptions on which principles rest. 
They necessarily are derived from the 
economic and political environment and 
from the modes of thought and customs 
of all segments of the business community. 
The profession, however, should make 
clear its understanding and interpretation 
of what they are, to provide a meaningful 
foundation for the formulation of prin- 
ciples and development of rules or other 
guides for the application of principles in 
specific situations. Also, the Institute 
should encourage co-operative study with 
other representative groups to determine 
that its understanding and interpretation 

' of the postulates are valid and to provide 
a forum which will command sufficient 
respect to bring about a change in the 
postulates when any of them become 
outmoded. 

There should be also a study of the 
broad principles of accounting, and the 
preparation of a reasonably condensed 
statement thereof, similar in scope to the 
statements of the American Accounting 
Association. The results of these, as 
adopted by the [Accounting Principles] 
Board, should serve as the foundation for 
the entire body of future pronouncements 
by the Institute on accounting matters, 
to which each new release should be 
related. 


This project will be under the direc- 
tion of Professor Maurice Moonitz of 
the University of California at Berkeley. 


Accounting for Income Taxes 
A pronouncement on this subject was 
made by the committee on accounting 
procedure in Chapter 10 (5), “Income 
Taxes,”’ of Accounting Research Bulletin 
No. 43, and recommendations on various 
phases of the problem were made in 
Chapters 9 (c), ““Emergency Facilities,” 
and 15, ““Unamortised Discount . . . on 
Bonds Refunded,” of Bulletin No. 43, 
and in tAccounting Research Bulletins 
Nos. 44 and 44 (Revised), and No. 51, 
“Consolidated Financial Statements.” 

Particular attention will be paid to the 
problems of income tax allocation 
among accounting periods where certain 
transactions reported on the income tax 
return are reflected in an earlier or later 
period on the financial statements. The 
study will include the treatment of loss 
years, allocation among sections of the 
financial statements, the handling of net 
operating loss carry-back and carry- 
forward adjustments, and other related 
problems. 

This project will be under the specific 
direction of Professor Homer A. Black 
of Florida State University. 


Accounting for Leases 
A pronouncement on this subject was 
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made by the committee on accounting 
procedure in Chapter 14 of Accounting 
Research Bulletin No. 43, “Disclosure of 
Long-term Leases in Financial State- 
ments of Lessees,”’ and the provisions of 
this bulletin will be reviewed as a part of 
the new study. 

Particular attention will be paid to the 
problems associated with the increased 
use of equipment leases and of sale-and- 
lease-back arrangements, and to the 
possibility of capitalising future rental 
payments for financial statement pur- 
poses. The matter will be considered 
from the standpoints of both the lessee 
and the lessor. 

This project will be under the specific 
direction of Professor John H. Myers of 
Northwestern University. 


Business Combinations 
A pronouncement on this subject was 
made by the committee on accounting 
procedure in Accounting Research 
Bulletin No. 48 and the provisions of this 
bulletin will be reviewed as a part of the 
new study. 

Particular attention will be paid to the 
approach to the 
problem and a survey will be made of 
the experience with this type of com- 
bination in recent years. 

This project will be under the specific 
direction of Professor Arthur R. Wyatt 
of the University of Illinois. 


Pension Rights of Contracted-out 
Employees 
AN EMPLOYEE WHO is contracted out 
of the graduated State pension 
scheme must have his pension rights 
preserved by his employer up to the 
stipulated standard. There are three 
methods of preservation—(1) by the 
right to an actual or frozen pension; 
(2) by transfer into another con- 
tracted-out scheme; (3) by the em- 
ployer’s buying rights in the State 
scheme by way of a “payment in 
lieu”’ (P.I.L.). 

The liability to preserve the pension 
rights arises when an employee's 
contracted-out employment ends. 
Draft regulations now issued lay 
down that it ends either when em- 
ployer and employee notify the 
Minister of Pensions and National 
Insurance that it has ended, or when 
there has been no liability for 
National Insurance for thirteen weeks 
running (extendable by up to two 
years in certain circumstances). 

Gaps of three weeks or less (as for 
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sickness) in the record of contribu- 
tions paid are to be treated as not 
breaking the contracted-out service 
and count for preservation purposes. 
Preservation of pension for gaps in 
excess of three weeks may be 
effected by the employer but is not 
compulsory. 

The draft regulations (National 
Insurance (Non-Participation—As- 
surance of Equivalent Pension Bene- 
fits) Regulations, 1960) also provide 
for a preservation certificate to be 
given to an employee not covered by 
a P.I.L. and for a permissible delay 
in refunding contributions if partly 
recovered by the employer to meet the 
cost of a P.I.L. Other detailed matters 
are also covered. 


New President and Vice-President of 
Scottish Institute 

AT THE ANNUAL general meeting of 
the Institute of Chartered Accoun- 
tants of Scotland the retiring Presi- 
dent, Mr. Thomas Lister, declared 
Mr. Alexander McKellar, Glasgow, 
elected as President for the coming 
year and Mr. Graham A. Usher, 
M.B.E., T.D., aS Vice-President. 

Mr. McKellar, c.A., was born, 
educated and served his articles in 
Glasgow, where he had a distin- 
guished scholastic career and passed 
his Final examination in May, 1929, 
joining the staff of David Strathie & 
Co., c.A., Glasgow; he has been a 
partner in the firm since 1930. 

Mr. Graham A. Usher, C.A., was 
admitted to membership of the 
Society of Accountants in Edinburgh 
in 1924 and is now senior partner in 
Richard Brown & Co., Edinburgh. 


Accounting Ratios—A Progress 
Report 

DETAILS WERE GIVEN in a Professional 
Note on page 569 of the issue of 
ACCOUNTANCY for November, 1958, 
of a valuable scheme for circulating 
accounting ratios run by the Furni- 
ture Development Council. The 
Council has now reported the results 
of the scheme for 1959. 

Full figures covering a very wide 
range of ratios are given only to 
participants but comparisons have 
been made public for a few selected 
ratios for the five years 1955 to 1959. 
Despite higher wages and costs of 
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raw materials, the furniture makers 
returning their figures to the F.D.C. 
have satisfied an increased demand 
without raising prices, in part by 
making better use of the time of the 
direct employee and by saving on 
materials. 

The F.D.C. says that increased 
productivity is indicated by a rise in 
value added per direct employee; 
the increase in annual sales per direct 
employee has, however, been much less 
than the value added, showing that 
there is now closer control of material 
used. The direct labour ratio rose in 
recession and fell in active years: it 
seems that direct labour is becoming 
virtually a fixed charge. Further 
research is to be conducted by the 
costing section of the Council into 
the even stricter control of the use of 
materials which, with indirect labour, 
now seems to be the main variable 
COSi. 

Despite wide publicity, this scheme 
of accounting ratios covers only some 
10 per cent. of total turnover of the 
industry and the statistical validity of 
the figures is limited by over-repre- 
sentation of medium-sized concerns. 

The number of businesses partici- 
pating in 1959, the sixth year, shows 
little change on 1958; the F.D.C. is 
disappointed that the possibilities of 
the scheme are not more widely 
appreciated. 


Asian and Pacific Accounting Con- 
vention 

THE SECOND ASIAN and Pacific Ac- 
counting Convention was held in 
Melbourne from April 4 to 7. The 
sponsors were the Institute of Char- 
tered Accountants in Australia and 
the Australian Society of Accoun- 
tants, and the President of the Con- 
vention was Mr. J. W. Peden, Presi- 
dent of the Australian Institute. 
Countries represented included Cey- 
lon, China (Formosa), Hong Kong, 
Malaya, India, Indonesia, Pakistan, 
Japan, the Philippines, Korea, Singa- 
pore and Thailand, as well as Canada, 
the United States, New Zealand and 
Australia itself. Some sixty delegates 
came from outside Australia and at 
this first international convention of 
accountants to be held in Australia, 
the most of the opportunity was made 
by Australian accountants, more 
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than 1,100 of whom attended the 
business sessions. 

Subjects considered were accoun- 
ting methods; financial planning and 
controls; the accountant and pricing 
policy; and accounting and auditing 
standards. At a conference of official 
delegates held at Canberra before 
the convention there were round-table 
discussions on the functions, organ- 
isation and activities of bodies of 
accountants; independence in ac- 
counting practice; and the education 
and training of accountants—all 
important topics for, in particular, © 
the countries of the region that are 
less highly developed in the pro- 
fession and in their professional 
bodies. It may be noted that the 
two Australian bodies give assistance 
to many of the countries by examin- 
ing candidates and by placing 
accountancy students in Australia. 


Jubilee Convention of New Zealand 
Society of Accountants 

THE NEW ZEALAND Society of Ac- 
countants celebrated the fiftieth an- 
niversary of its foundation by hold- 
ing a Jubilee Convention in Welling- 
ton from March 24 to 30. It was a 
great occasion, with many visitors 
from overseas. The technical sessions 
included papers on auditing (de- 
velopments and trends), modern 
accounting as an aid to management, 
financial reporting (the accountant’s 
responsibilities), and the future of 
accountancy education in New Zea- 
land. In addition, Sir Douglas 
Copland, Principal of the Australian 
Administrative Staff College but a 
New Zealander by birth, read a 
paper Economic Problems for New 
Zealand in an Expanding World. 
Sensible arrangements were made for 
teams of experts to comment on the 
papers, providing the right amount 
of debatable matter to promote 
lively sessions. 

The convention was opened by 
the Rt. Hon. Walter Nash, Prime 
Minister, who traced the remarkable 
growth of the New Zealand economy 
in the last fifty years. 

The convention could hardly have 
been the success it was without the 
presence and enthusiasm of the 
President of the Society, Mr. R. G. 
Stark, and Mrs. Stark, who added her 
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personal charm to such social func- 
tions as the banquet for some 680 
members, visitors and wives, and the 
final ball. One of the speakers at the 
banquet was Mr. T. A. Hamilton 
Baynes, who replied on behalf of the 
Institute of Chartered Accountants in 
England and Wales to the President’s 
welcome. 

New Zealand is aware of the value 
of such conferences, not only to 
stimulate accountancy thought but 
to bring together members in public 
practice, in industry and in govern- 
ment service; here is one way in 
which the profession grows in stature. 

We offer our heartiest congratula- 
tions to Mr. Stark and his Council 
on both the success of the convention 
and the attainment of the jubilee 
occasioning it. 


Improved Profit and Loss Accounts 
IN HIS ADDRESS to the Institute of 
Chartered Accountants of Scotland, 
the retiring President, Mr. Thomas 
Lister, c.A., having said that the 
financial Press concentrated on the 
need for businesses to disclose their 
turnover, went on to examine 
trenchantly what the profit and loss 
account should show. Creditors, em- 
ployees and students of economics 
were interested, as well as share- 
holders actual and prospective. The 
shareholders would like to have three 
things: an account of stewardship, a 
means of judging the efficiency of 
management, and information on 
which to assess the worth of an 
investment. A bald statement of 
profit fell down on counts two and 
three, if not on count one. 

Mr. Lister said he wou!d like profit 
or loss arising from price inovements 
of goods bought and sold to be 
segregated from the profit or loss 
resulting from conversion of raw 
material into the finished product at 
constant prices. The method of 
arriving at profit on long-term con- 
tracts might be clearly stated and 
consistently maintained ; yet if profits 
were related to contracts completed 
and not to work done, this would 
make a fair comparison from year to 
year almost impossible. More than 
one figure of profit should be given by 
a company carrying on more than one 
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type of undertaking—for example, 
a company that both held property 
for income and engaged in property 
deals—and by a concern that ran 
a well-established business of a stable 
nature and launched out on a new 
venture carrying a quite different 
degree of risk. 

Mr. Lister said that as a means of 
judging theefficiency ofa business or of 
comparing one concern with another, 
the turnover figure alone was of 
limited value, but that a profit and 
loss account which distinguished 
between purchased materials, variable 
overheads and other direct costs, on 
the one hand, and fixed overheads on 
the other (insofar as the practical 
difficulties of making the distinction 
could be surmounted) would be of 
great value. 

The examples he had put forward, 
Mr. Lister said, illustrated the general 
thesis that for the presentation of a 
true and fair view it was necessary to 
know something of the quality as well 
as the quantity of the profit. It might 
not always be possible to meet his 
requirements, but he asserted that a 
modern accounting system could 
provide them within acceptable limits 
of accuracy. Having said so much on 
what was desirable he denied the 
utility of attempting to force the pace 
of improvement by legislation, but 
expressed the hope that with a strong 
lead from the accounting profession 
shareholders would come to demand 
and directors to accept the need for 
profit and loss accounts giving a true, 
fair and full view of profits. 


Mr. H. A. Benson 
MR. H. A. BENSON, C.B.E., F.C.A., is one 
of the six members of the newly 
appointed group which is to advise the 
Government on the finances and 
structure of the railways. The body, 
which is under the chairmanship of 
Sir Ivan Stedeford, is required: 
to examine the structure, finance and 
working of the organisations at present 
controlled by the Commission and to 
advise the Minister of Transport and the 
British Transport Commission as a matter 
of urgency how effect can best be given to 
the Government’s intentions as indicated 
in the Prime Minister’s statement of 
March 10. 


In his statement, the Prime Minister 
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indicated that the reconstruction of 
the railways would be based on the 
decentralisation of management and 
self-contained accounting in the 
regions of British Railways and in 
the other individual undertakings of 
the British Transport Commission. 

Mr. Benson is a partner in Cooper 
Brothers and Co. and a member of 
the Council of the Institute. 

He was recently re-appointed for a 
further period of three years a mem- 
ber of the tribunal set up under the 
Prevention of Fraud (Investments) 
Act, 1939. 


Compulsory Acquisition of Minority 
Shareholding 

SECTION 209 oF the Companies Act, 
1948, provides that where a scheme 
or contract involving the transfer of 
shares in a company to another com- 
pany has been approved by the hold- 
ers of not less than nine-tenths in 
value of the shares of the transferor 
company, the transferee company 
may, subject to conditions, acquire 
compulsorily the shares of a “dis- 
senting shareholder’’—unless, on an 
application made by such shareholder 
within one month from the date on 
which notice was given him pursuant 
to the Section, the Court thinks fit to 
“‘order otherwise.” 

This provision for the protection 
of minority shareholders is generally 
considered to be none too satis- 
factory. In Hoare and Co., Ltd. [1933] 
All E.R. Rep. 105, Maugham, J., 
held that the onus of proving that 
the scheme is unfair rests upon the 
applicant, and in the recent case of 
Re Sussex Brick Co., Ltd. [1960] 
1 All E.R. 772, Vaisey, J., said: 
“There being no suggestion of any 
intentional misleading of the appli- 
cant, I think that he is faced with the 
very difficult task of discharging an 
onus, which is undoubtedly a heavy 
one, of showing that he, being the 
only man in the regiment out of step, 
is the only man whose views ought to 
prevail.” 

In Re Bugle Press Ltd., Re Houses 
and Estates, Ltd. [1960] 1 All E.R. 
768, on the other hand, the applicant 
did succeed. The holders of nine- 
tenths of the shares in the two trans- 
feror companies were two persons 
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who were also the sole members and 
directors of the transferee company, 
and the Court held that in these cir- 
cumstances the onus must rest on the 
acquiring company to satisfy the 
Court that the offer was fair. That 
onus had not been discharged, and 
accordingly the applicant would be 
granted the declaration for which he 
asked. 


Businessmen in Association 

IT IS EASY to overlook that only in 
comparatively recent times has West- 
minster become immersed in the 
affairs of commerce and industry. A 
century ago businessmen found it 
essential to combine to obtain the 
attention of Ministers. The body 
formed for the purpose was that now 
known as the Association of British 
Chambers of Commerce, whose 
centenary is marked by a volume 
just published.* This history cleverly 
avoids the usual dreariness of the 
commemorative glossary and time- 
table; it gives a lively story of 
growth, punctuated with controver- 
sies and problems—and gives it with 
nice touches of humour and irony. 
The author, Mr. A. R. Ilersic (well 
known to Students’ Societies of the 
Institute as a lecturer) and _his 
assistant, Miss P. F. B. Liddle, have 
at the same time performed a con- 
siderable task of research, not only 
into the records of the Association 
but also more generally, for the 
setting is a broadly-drawn one of the 
economics and finance of the cen- 
tury. 

Once formed, the Association 
suffered few teething troubles, 
although there was a dispute with the 
Liverpool Chamber and a slowness in 
joining on the part of others. A 
tremendous job had to be done, and 
the leaders knew what they wanted 
and set out to attempt to secure it. 
As an instance of the difficulties, 
one of the first problems tackled, the 
complexity, costliness and _ineffi- 
ciency of the law on bankruptcy, 
was not satisfactorily settled until 


* Parliament of Commerce. The Story of the 
Association of British Chambers of Commerce, 
1860-1960. By A. R. Ilersic, B.COM., M.SC.(ECON.), 
assisted. by P. F. B. Liddle, B.A.(HONsS.). Pp. 249. 
Association of British Chambers of Ci ce and 
Newman Neame Ltd. Price 30s. net. 
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1900. The Association strove with 
the Foreign Office for proper repre- 
sentation abroad and consideration 
of its requirements in making treaties; 
with the Customs and Excise for 
improved statistics; with the Board 
of Trade for action in innumerable 
directions. It tried for thirty years to 
secure a Minister of Commerce and 
failed. It took part in discussions, 
and sometimes helped to secure 
legislation, on registration of firms, 
limited partnerships, the Companies 
Acts, limited liability, the responsi- 
bilities of directors, the Bills of 
Exchange and Bills of Sale Acts. It 
pressed for more rapid and cheaper 
legal decisions, especially in the 
county courts. It gave much atten- 
tion to patents and trade marks. It 
attempted to contain the growing 
transport monopoly of the railways 
and sought government assistance for 
the shipping industry against sub- 
sidised competitors. As early as 1870 
it was pressing energetically for 
better education of technicians. 

After the First World War the 
pattern began to change. From 
being an initiator, prodding and 
urging government all the while, the 
Chamber increasingly became a chan- 
nel of communication downwards 
from Westminster, as official partici- 
pation in commercial and industrial 
affairs willy-nilly increased. Not that 
positive and strongly-put opinions 
ceased to come from the Association. 
As early as 1876 there had been voices 
in its councils casting doubts on the 
value of free trade and, with the 
coming of post-1918 problems, safe- 
guarding and eventually outright 
protection gained ascendancy. Mili- 
tant trade unionism was high on the 
agenda of the Association, but later 
gave way to taxation, thought to be 
crippling. A struggle for the free 
internal economy was still main- 
tained. But by 1939, it had become 
evident that the old era was quite at 
an end. Instead of guiding the 
government the Association and 
similar bodies had become indispen- 
sable instruments for the executive 
to use in formulating and imple- 
menting official policy. 

One of the features of recent 
decades has been the growth of 
institutions which have taken over 
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some of the responsibilities formerly 
shouldered by the Association. Even 
so, as it enters on its second century 
it can still make a valuable contribu- 
tion as a body speaking for the 
broad average of business, but the 
essential condition is clearly stated by 
the author in his conclusion—that it 
must receive full-scale support, finan- 
cial especially, from the constituent 
chambers, which in the first century 
have mostly been extraordinarily 
niggardly. 


Clerical Salaries in Industry 
THE GUILLEBAUD COMMITTEE set out to 
establish the pay in other industries of 
people doing work similar to that of 
railway employees, including rail- 
way clerks in Classes 2, 3 and 4. 
Below Class 4 there are junior clerks 
aged 16 and 17, and above Class 2 
there are Classes 1, Special “‘A” 
and Special “B,,” above whom, in 
turn, there are employees such as 
railway accountants (who are very 
generally not qualified). Within the 
range thus set, classes 2, 3 and 4 
perform all the clerical jobs at local 
stations and goods depots, but there 
are also Class | clerks at the bigger 
provincial stations and depots. 
Classes 2 and 3 may also be employed 
extensively at central and regional 
headquarters. The work done and the 
staff employed varies from station to 
station but at a really small one a 
Class 4 clerk would issue tickets, 
charge parcels for transport, answer 
the enquiries and the correspondence, 
balance the accounts daily and for 
longer periods as required, and 
account for tickets sold and other 
receipts. It is on work of this type 
that the three classes are normally 
employed throughout the railway 
system, each class sometimes work- 
ing under a member of a senior 
class, when a single clerk might do 
only one of these various jobs. 
What may be interesting to ac- 
countants having some concern with 
the salaries of clerks is the pay 
that the Committee found was 
received by employees in industry 
corresponding to railway clerks in 
the three classes. For Class 2 the 
comparisons were made with twelve 
unspecified industries and for Classes 
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. . . but there’s one thing we must tell you about; Kalamazoo Copy-Strip Index 
provides a master index of any Price List, Spares, Internal "Phone Numbers, 
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You keep this master index up-to-date and get as many copies as you need by 
photographing and printing by any one of several methods, some of which may 
already be in your office. 


No messy interlined lists, barely legible, and costly to produce. 


Copies at a few minutes’ notice, several, or hundreds, or 
thousands. 


This new idea must be seen by all concerned with office efficiency. 


Return the coupon. 
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2 The Charterhouse Group offer | 
advice and assistance covering 
Industrial Undertakings 


T. G. Rose, F.1.1.A. This book sets out, simply 
and clearly, the main principles of financial 
control so that Managing Directors can have a 
firm foundation of knowledge from which to 
exercise control over internal finance. 27/6 net 


the provision of permanent and 
medium-term capital for private companies; 
arrange new capital by means of public issue; 
provide hire purchase facilities and also a 
complete merchant banking service. 


A booklet, Capital for Industry and Trade, which 
outlines some of these services, will be sent on 


Balance Sheets 


Philip Tovey, revised by F. C. de Paula. The new 
fourth edition of this well known handbook 
on the reading and understanding of balance 
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Principles of Auditing 


F. C. de Paula. This strongly recommended 
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textbooks for accountancy students—a clear 
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3 and 4 with ten. The table gives the 
range and the average for the minima 
and maxima of these scales. 


Comparative Annual Salary Scales in In- 
dustry for Certain Railway Classes 


Range Average 
£ £ £ 

Class 2—Min. 575.0 765.0 661.0 
Class 2—Max. 648.7 855.0 743.7 
Class 3—Min. 406.0 674.0 569.5 
Class 3—Max. 565.5 754.0 650.7 
Class 4 

At age 18 283.0 325.0 299.5 
» 24 450.0 515.0 480.8 
600.0 572.0 


497.9 


How Gilt is the Edge? 

YET ANOTHER SUPPLEMENT is now to 
hand to the publication British 
Government Securities in the Twentieth 
Century which a leading firm of 
investment brokers first produced for 
private circulation over a decade ago. 
This supplement carries the story 
from mid-summer, 1957, up to but a 
few weeks ago and with preceding 
supplements and the second edition of 
the main work, issued in loose-leaf 
form in 1950, constitutes an un- 
paralleled history of government 
stocks, including those not quoted on 
the stock exchanges. 

There is the usual preface dealing 
lightly with recent events, some new 
tables including two from the written 
evidence of the Radcliffe Committee, 
and a number of graphs, as well as a 
plenitude of tabular statistics. The 
record here set out shows a modest 
rise in most gilt-edged prices over the 
period—that slight appreciation 
needs to be noted and remembered— 
in contrast to the precipitous fall with 
which the previous issue ended. The 
writer of the preface describes the 
gilt-edged market as “still a remark- 
ably lively corpse.” 

Previous references to this ad- 
mirable publication will be found in 
Professional Notes on page 267 of 
ACCOUNTANCY for August, 1950, 
page 332 for September, 1955, and 
page 336 for August, 1957. 


Note: Medians, below which are half the members 
of the class and above which the other half, are given 
in the report, but are not quoted here because they 
vary little from the averages. 
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Accounting in Restrictive Practices 
Decisions: the Bakers— 

IT IS NOW possible, the cases having 
been fairly fully reported, to deal in 
some detail with the accounting tech- 
niques revealed in the two decisions 
of the Restrictive Practices Court 
summarised in our issue of January 
last (pages 3-4). 

In the case of the Federation of 
Wholesale and Multiple Bakers [1960] 
(1 All E.R. Part 4) it may be recalled 
that the decision of the Court turned 
in part on the value of samples of 
accounting results; it is evident that 
these samples were only the figures of 
those who elected to produce evi- 
dence and in no sense representative. 
In the case as presented there was 
little detailed accountancy. The 
method of preparing estimates of 
cost had grown out of a system 
adopted under fifteen years of con- 
trol. Apparently no representative 
balance sheets and trading accounts 
were presented and the Court had to 
compare averages determined from 
the samples—which were not statis- 
tically valid—with such outside in- 
formation as was available. Mr. F. 
W. Charles, C.B.E., F.C.A., for the 
Federation, produced figures from 
the Commissioners of Inland Rev- 
enue showing profits on turnover of 
6.2, 6.6, and 5.7 per cent. for the food 
industries for the period 1953 to 1956 
and admitted that the 1958-59 sample 
of the Federation showed a profit of 
7 per cent. But there were unresolved 
differences of accountancy opinion 
between him and Mr. W. E. Parker, 
C.B.E., F.C.A., for the Registrar, on the 
appropriate standard of comparison 
and the methods of estimating the 
capital employed. Mr. Parker wished 
to use for comparison the figures of 
The Economist for food and confec- 
tionery companies for the last four 
quarters of the “formula period” 
ended March, 1959, giving a trading 
profit of 16.9 per cent. on capital 
employed, including goodwill. A 
somewhat earlier estimate of the 
Federation showed that its members 
earned on capital employed, fixed 
assets being taken at estimated 
taxation written-down values and 
including goodwill, 20.8 per cent., 
reduced to 13.8 per cent. if fixed 
assets were taken at depreciated 
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replacement cost. Mr. Parker chal- 
lenged the inclusion of the whole of 
goodwill and prepared estimates 
excluding this item; these estimates 
altered the figures last quoted to 
27 per cent. and 164 per cent., 
respectively, of the capital employed. 
In his view the truth probably lay 
between these two figures. One can 
hardly disagree with the state- 
ment of the Court that the sub- 
mission of accounts “computed on 
the ordinary principles of accoun- 
tancy recognised in the United 
Kingdom” would have done a great 
deal to simplify and render more 
cogent the presentation by the 
Federation of its case. 


—And the Carpet Makers 
THE FEDERATION OF British Carpet 
Manufacturers ({1960] 1 All E.R. 
Part 7) appears to have placed even 
less reliance on formal accounting in 
the fixing of prices. At the date of 
decontrol, the permitted margin was 
74 per cent. and it has been the 
practice to consider, not actual costs, 
but differences that have occurred in 
costs of material and conversion since 
decontrol. The raw material con- 
stitutes some 60 per cent. of finished 
cost. Periodical reviews were carried 
out by a costings and prices sub- 
committee, which considered reports 
of area sub-committees, and its sole 
business was to consider whether 
prices of standard qualities should be 
changed. According to the principal 
witness the committee relied at least 
as much on collective knowledge and 
experience of the business as on the 
figures. The costing figures were taken 
as showing trends and were used as a 
basis for discussion. The sub-com- 
mittee reported to the executive com- 
mittee, concerning whose decisions 
the following reply was given to the 
Registrar’s questionnaire: ““The exec- 
utive committee reviews the current 
minimum prices in the light of the 
report from the sub-committee but it 
also takes account of many other 
factors, such as current and future 
conditions and trends, the season of 
the year in relation to sales pro- 
grammes and other matters not 
directly related to costs.”” The execu- 
tive committee had never increased 
the prices suggested by the sub- 
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committee and had sometimes re- 
duced them, but there must be general 
agreement with the finding of the 
Court that prices so fixed must be 
described as arbitrary. It follows 
from the method of fixing selling 
prices that the Federation had no 
need to consider relative yields on 
capital employed and it is evident 
that the Court was able to find against 
a very large part of the carpet manu- 
facturers’ agreement without refer- 
ence to any such refinement. 


Official Plan for Management 
Education 

A NEW PLAN to improve the standard 
of management education is outlined 
in a circular sent to local education 
authorities by the Minister of Educa- 
tion. The plan provides for a new 
diploma in management studies, two 
new national certificates in business 
studies and an Advisory Council on 
Management Education. The changes 
are based largely on the recent report 
of a working party, sent out with the 
Minister’s letter. 

The idea behind the new diploma 
is to develop courses and re- 
search in management for graduates 
and those with professional quali- 
fications, in emulation of the 
striking advances that have been 
made in_ technological subjects. 
Despite the great variety of institu- 
tions catering for education in man- 
agement, the Minister states, there is 
inadequate provision of extended 
courses of an advanced type, while 
there is no sufficient nucleus of full- 
time staff for the job. Also, the sub- 
ject has been too closely associated 
with economics and commerce to the 
neglect of sociology and psychology. 
The diploma will be awarded, not 
before the age of twenty-six, after a 
full-time course of study of up to a 
year, or a part-time course of three 
years, or a mixture of the two. The 
full-time courses, it is intended, 
should be held in Colleges of 
Advanced Technology, some of the 
Regional Colleges and similar places 
already holding advanced courses in 
other subjects. 

However, the first need, according 
to the Minister, is to establish a solid 
base from which higher commercial 
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education can grow: hence the two 
new certificates in business studies, 
one at higher level and the other at 
ordinary level. The existing course for 
the Intermediate Certificate in Man- 
agement Studies will be merged with 
the Higher Certificate in Commerce 
—hitherto entirely neglected—and 
the new certificate at ordinary level 
is to be linked, by means of exemp- 
tions, with the Intermediate examina- 
tions of professional bodies in the 
commercial field. 

The Advisory Council will have 
broad responsibilities in the provi- 
sion for management education be- 
yond university degree or profes- 
sional qualification, and for research. 

The plan is not expected to come 
into operation until the academic 
year 1961/62; between now and then 
the new Council has to be formed 
and to get to work. It is difficult to 
escape the conclusion that there is 
still a great deal of thinking to be 
done if the somewhat vague ideas, 
which are perhaps all that can be 
expected at this stage of the project, 
are to lead to success in an area in 
which success is elusive. Much 
will depend on the Council, which is 
to be made up of representatives 
from management, teaching, in- 
dustry and professional bodies, in- 
cluding the leading engineering and 
other scientific institutions. It will 
also have independent members, 
including some from the universities. 


Protection from Theft 

ONE TOPIC IN a wide-ranging address 
given to the Insurance Institute of 
London last month by Mr. C. V. 
Hart was protection against theft, in 
particular safes and alarms. The small 
jewellery safe built into the wall of a 
private house is almost 100 per cent. 
efficient. At the other end of the scale 
the very expensive strong room 
is equally so. But in between, usually 
installed in commercial offices, there is 
a large range of safes whose standard 
is far too low. Such safes normally 
weigh three hundredweight or less 
and can be carried away bodily by 
two men, if they prefer to take the 
safe away rather than to make an 
entry through its back or sides, 
Usually a cold chisel and hammer 
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are all that is needed—sometimes a 
tin opener would almost suffice. The 
efficiency of these safes can be greatly 
increased by bolting them to the 
floor and encasing them in concrete. 

The use of oxy-acetylene burners 
and electric cutting equipment is 
growing at an alarming rate and only 
a very small proportion of the safes 
in use—even the more solid ones— 
will stand up to really modern treat- 
ment from the safe breaker. It is rare 
now for safes to be blown, but when 
they are the haul expected is likely 
to be heavy, and it is worth remember- 
ing that an anti-explosion device can 
now be fitted cheaply. 

A number of safe-makers present 
at the meeting agreed that the stric- 
tures held for most of the safes in use 
in commercial offices. It was stated, 
however, that the lightest burglar- 
proof safe nowadays made by a 
reputable firm would probably weigh 
more than seven hundredweight, 
while others ran up to many tons. 
Nevertheless, it appeared that many 
safes sold today are totally inade- 
quate. 

On the allied subject of burglar 
alarms, Mr. Hart gave a compre- 
hensive description of modern 
methods. It emerged that the highly 
scientific means now employed ap- 
pear to have attracted a new type of 
burglar who is equally scientific. If 
it was thought that one’s possessions 
were sufficiently valuable to call for 
such protection, it would be far 
cheaper in the long run to summon 
a surveyor and an expert in alarm 
systems and do what they advised. 


Purchase Discounts Lost Account 

IN HIS BOOK Auditing Principles (re- 
viewed on a later page) Professor W. 
B. Jencks, Professor of Accounting 
at the Ohio State University, makes 
reference to the loss of revenue which 
may accrue by failure to pay invoices 
by the due dates and so to obtain the 
appropriate discount. The failure 
may be due to an inefficient system of 
internal control or to a weak financial 
position. Professor Jencks suggests 
that, no matter which of the two 
reasons is responsible, consideration 
should be given to the use of a “pur- 
chase discounts lost account” and he 


‘ 
‘ 
> 
4 


justifies this interesting development 

thus: 
Where this account is used, all pur- 
chases are recorded net of discount. 
If the discount is not taken because 
of late payment, the allowable dis- 
count is then charged to purchase 
discounts lost. This account normally 
should have no balance. Any entry 
to the account is a signal to manage- 
ment that something is wrong, that a 
control somewhere in the system has 
broken down. If the company is so 
weak that it regularly does not take its 
discounts, the balance in the account 
indicates the loss to the company and 
is easily comparable to the interest 
cost that would have been incurred 
had money been borrowed to take. 
advantage of all discounts. This 
account provides an effective control 
that is not available when purchases 
are recorded gross and the discounts 
taken account is used. 


Auditors of Small Savings Clubs 
THE POST OFFICE Savings Bank or- 
ganisation issues a leaflet (S.B.85G) 
designed to encourage the use of 
P.O.S.B. facilities by savings -clubs, 
share-out and slate clubs, dividing 
societies and similar institutions. 

Such clubs and societies cannot 
open an account with the P.O.S.B. 
except with the consent of the 
Director of Savings, but the require- 
ments for mere entry are simple. 

In the ordinary way the clubs and 
societies are treated as ordinary 
individuals—that is, they are limited 
to maximum deposits of £500 an- 
nually with a limit of £3,000 in all. 
However, those limits may be ex- 
tended by the Director of Savings. 
Among the recommendations the 
Director makes in the circular for a 
club seeking such an extension is that 
the rules should provide (a) for the 
annual election of an auditor or 
auditors, who shall hold no other 
office in the club, and (6) for the 
circulation or exhibition of audited 
accounts for the information of 
members. 

It is to be noted that the P.O.S.B. 
organisation does not require that 
the auditor should be a member of 
one of the recognised bodies of 
accountants of, apparently, that he 
should have any qualifications for the 
job. 
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Behind Radcliffe 

LYING BEHIND THE 375 pages (of 
ordinary book size) of the Radcliffe 
report are 1,766 pages (foolscap, two- 
column pages, small type) of evidence, 
written and oral, in four volumes.* 
We do not imagine that many people 
will read straight through two and a 
half million words of facts, theories, 
practical wisdom and _ intellectual 
probings, solidly punctuated with 
Statistics, though we do know one or 
two insomniacs who have begun the 
task. But here are the tablets of the 
authorities, to be prised out of the 
book racks and consulted, for years 
ahead, on any monetary or financial 
problem in which one happens to be 
interested. 

The first volume starts with sixteen 
memoranda by the Bank of England, 
followed by fourteen by the Treasury 
—he who reads these thirty papers, 
and no more, can walk around 
Threadneedle and Lombard Streets 
with an air of well-informed superior- 
ity. The other government Depart- 
ments are less prolific but any with 
an interest in money and finance 
certainly have their say. So do various 
central banks from overseas: nine- 
teen banking and financial institu- 
tions; more than a score of industrial 
and similar associations; the nation- 
alised industries; about forty econo- 
mists and other individuals. 

Judicious use of the index at the 
end of the fourth volume is essential. 


Go Easy with Those Tax Returns! 
“MANY PHYSICIANS WOULD agree,” 
said the British Medical Journal 
recently, “that in young patients 
particularly the features of coronary 
disease often develop during or after 
a period of unusual occupational, 
financial or domestic anxiety.”’ In an 
attempt to measure objectively some 
effects of “acute emotional stress,” 
three American doctors studied the 
results of pressure of work upon 
accountants responsible for tax re- 
turns. “‘During the phases of greatest 


* Committee on Working of Moneta om, 


Vol. 1, Memoranda of Evidence, pp. 308, £2 10s. 
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pressure, when these men had to 
work long hours in order to submit 
tax returns within a limited time,” 
changes increasing the danger of 
coronary heart disease (a rise in 
the serum cholesterol and accelera- 
tion of the blood-clotting-time) took 
place. The changes were believed to 
be independent of variations in the 
weight, diet and physical activity of 
the accountants. 

Similar effects were noticed by the 
same investigators with men having 
“an intense and sustained desire for 
achievement, who are continually in 
competition with others and working 
against time.” The coronary per- 
sonality has been well documented. 
A researcher found that his young 
coronary patients had an intense 
desire for recognition, were compul- 
sive about time, over-scrupulous, 
blind to their own limits, grossly 
over-worked, restless during leisure 
and felt guilty when relaxing. 

There are other factors, however, 
says the journal, that demand in- 
vestigation. One point is that coro- 
nary heart disease often runs in 
families and a person’s emotional 
reaction is probably determined in 
part by genetics. Do the parents, 
brothers, sisters, children of patients 
with coronary disease undertake 
more responsibilities than others? 


Shorter Notes 


Annual Meeting of the Institute 

The annual meeting of the Institute of 
Chartered Accountants in England and 
Wales will be held at the Hall of the 
Chartered Insurance Institute, 20 Alder- 
manbury, London, E.C.2, on Wednes- 
day, May 4, at 2 p.m. 
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The Chartered Accountants’ Benevolent 
Association 

The annual general meeting and a 
special general meeting of the Chartered 
Accountants’ Benevolent Association 
will follow the annual meeting of the 
Institute referred to in the previous note. 


Institute Summer Course 

Members of the Institute are reminded 
that applications to attend the Summer 
Course have to be sent in not later than 
April 30. Particulars of the course, which 
is to be held at Christ Church and 
Pembroke College, Oxford, from Sep- 
tember 15 to 20, were given in our issue 
of February, 1960 (page 58). 


Guildhall Banquet 

The banquet for members in Guildhall, 
London, will be held by the Institute on 
October 10 and not on October 14 as 
previously announced. An invitation to 
purchase tickets is to be sent to all 
members, who are asked not to com- 
municate with the Secretary until the 
invitation has been issued. After the 
closing date places will be allotted by 


ballot if necessary. 


Liquidators’ Interest 

By Statutory Instrument No. 596 (1960), 
interest on liquidators’ excess balances 
in the Companies Liquidation Account 
at the Board of Trade is increased from 
24 per cent. to 34 per cent. as from April 
1. The excess balance is the amount over 
£2,000 in the account not required (as 
stated by notice to the Board by the 
liquidator) for the liquidation. 


Forged National Insurance Stamps 
Forged National Insurance stamps of 
the 18s. 2d. (employed man’s) rate are in 
circulation, particularly in Southern 
England. The Ministry of Pensions and 
National Insurance states that an 
intensive examination is being made of 
surrendered cards by special apparatus 
for detecting forged stamps and warns 
employers that the only legal method of 
obtaining stamps is by buying them at 
the Post Office. 


Report and Accounts of Institute 

The report and accounts of the Institute 
for 1959 have been despatched to mem- 
bers. There was a surplus of £52,862 
compared with a deficit in 1958 of 
£63,609. The accumulated fund showed 
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a balance of £274,961 on December 31, 
1959, an increase of £162,222 in the year. 


Payment of Wages by Cheque 

The Payment of Wages Bill (see 
ACCOUNTANCY for February, 1960, page 
64) has passed its third reading in the 
House of Commons. In the debate the 
Parliamentary Secretary to the Ministry 
of Labour stated that if the employee 
agreed it was perfectly legal for wages to 
be paid in multiples of 10s., the residual 
shillings and pence being made up in the 
wage packet of the following week; no 
provision in the Bill was necessary to 
validate this practice. An amendment 
was made providing that a man away 
from work through illness need not have 
his wages sent to his home by Postal 
Order or Money Order unless he so 
wished. The Postmaster-General is 
making enquiries on the possibility of 
having wages paid into accounts held 
by wage-earners in the Post Office 
Savings Bank and it may be possible to 
take action on this point while the Bill 
is going through the Lords. 


Chartered Accountant returned to 
Parliament 

With the success of Mr. M. N. Shaw, 
M.P., J.P., F.C.A., at the by-election in the 
Brighouse and Spenborough Division 
of Yorkshire last month, the number of 
accountant members in the House of 
Commons is increased to nine, of whom 
seven are members of the Institute. Mr. 
Shaw won the seat by 666 votes for the 
United Liberals and Conservatives. At 
the general election last October the 
Labour candidate was returned by 
47 votes. 


Inquiry into Nigerian Coal Industry 

A Commission of Inquiry into the 
Nigerian Coal Corporation has been set 
up by the Federal Government of 
Nigeria. It is to examine means by which 
production costs can be reduced to 
enable the coal industry to meet in- 
creasing competition now being felt 
from other forms of fuel. The chairman 
of the commission is Mr. Justice Kaine. 
One of the five senior members is Mr. 
DouglasA. Clarke, LL.B.,F.C.A., a partner 
in Pannell, Crewdson and Hardy and a 
member of the Council of the Institute. 


Business Efficiency Exhibition 

Members of the Institute wishing to 
attend the 47th National Business 
Efficiency Exhibition at Bingley Hall, 
Birmingham, next month, may obtain a 


complimentary ticket on production of a 
business card at the Exhibition Director’s 
office at Bingley Hall. The exhibition 
will be held from May 16 to 21. 


Protecting Depositors in Companies 
The Bill of Mr. Percy Browne, M.P., 
designed to protect those placing money 
on deposit in companies, noted in these 
columns last month (pages 133-4) has 
been defeated in the Commons. The 
Government did not think that in this 
“complex and diverse field’’ reforms 
could best be made by way of a Private 
Member’s Bill. However, there was 
certainly no need, said the Economic 
Secretary to the Treasury, to delay 
action until the Jenkins Committee on 
Company Law had reported. The 
Government hoped to announce its 
plans within a few months and almost 
certainly would introduce legislation 
next session. 


Development Districts 

The managing directors of 47,000 con- 
cerns throughout the country have been 
sent a letter by the Parliamentary 
Secretary to the Board of Trade inform- 
ing them of the special inducements to 
expand industry in development districts. 
The Government has powers under the 
Local Employment Act, which came 
into force on April 1, to help businesses 
by providing premises in the develop- 
ment districts or by assisting in the cost 
of building; loans and grants are also 
available for other projects that will 
provide employment. Not only factories 
are eligible, but also hotels, offices, 
banks, insurance companies and other 
non-factory establishments. 


Incorporated Accountants’ Benevolent 
Fund 

At the special general meeting of the 
Chartered Accountants’ Benevolent 
Association on May 4 a resolution will 
be put the effect of which will be to 
merge the Incorporated Accountants’ 
Benevolent Fund with the Association, 
subject to the consent of the High Court. 
All former members of the Society will 
be entitled to apply for assistance in case 
of need; so also will their widows, 
children and, in certain cases, their 
dependants. The net assets of the 
Society’s Fund at December 31, 1959, 
were £29,666, investments being taken 
at market value. 


Registration of Estate Agents 
We noted last December (page 642) that 
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Established 1877 


FARMER SONS 


AUCTION and VALUATIONS PLANT, 
MACHINERY and INDUSTRIAL PROPERTIES 


46 Gresham Street, London, E.C.2 


Telephone: MONarch 3422 Telegrams: Sites, London 


‘Accountant required by manufacturing company; must have a 
thorough knowledge of modern Costing and Budgetary Control. . .’ 


ADVERTISEMENTS similar to the above are The School of Accountancy is the leading Tutorial 
appearing regularly. Could you confidently apply Institution for the 1.C.W.A. Examinations. More 
or, though qualified or experienced in Professional than 8,500 complete passes in Intermediate or 
Accountancy, would you feel handicapped by Final Examinations. Full details of Examinations 


lack of specialized qualification in Costing? You 


can greatly extend your range of opportunity by and concessions granted to men with Professional 


qualifying through the Examinations of The Accountancy qualifications are given inThe School's 
Institute of Cost and Works Accountants. Prospectus, obtainable post free on request. 


49 years of Successful Educational Service 


Please send me a copy of your Prospectus relating 
to the I.C.W.A. Examinations. | 


178 Regent House, 6 Norfolk Street | 
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PRIMUS EASY-TO READ 
TAX TABLES 


@ are far quicker and easier to use than official 
tables 


@ cut eyestrain, mental strain and headaches 
@ reduce errors 
@ save time 


Primus Tax Tables can be used for weekly or monthly payrolls. During 
holiday time the weekly tables can easily be made to cover two and three- 
week periods. The monthly tables provide for more than £2,000 of taxable 
pay 

Primus Tables are complete, foolproof and very fast. They will save 
time and reduce errors on your payroll. Please write for full details. 


PRIMUS PRIMUS 
pe | atin 
STATIONERY 
By switching to Primus Continuous Stationery Give up to six good copies at one writing, 
you can save one hour in every three of your with one of them automatically locked away in a 
typists’ time spent on invoicing, works orders, tamper-proof compartment. They use Primus 
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efforts were being made to secure 
registration of estate agents. The four 
principal bodies have now circulated 
proposals to their members. The main 
suggestion put forward is that after two 
years from the coming into force of an 
Act no unregistered person should be 
permitted to act as an agent in assisting 
persons seeking to sell, buy, let or take 
on lease any land and buildings. A 
Registration Council, with a majority of 
members from the three chartered 
bodies, would control the register and 
standards of qualifying for inclusion on 
it, but all persons at present practising 
in good faith, whatever their qualifica- 
tions, would be eligible for registration. 


Industrial Estates Management Corpora- 
tions 

Three Industrial Estates Management 
Corporations—one for each of England, 
Scotland and Wales—have been set up 
under the recent Local Employment 
Act. Sir Richard Yeabsley, C.B.E., F.C.A., 
has been appointed a member of the 
English Corporation and Mr. F. E. 
Price, F.c.A., of the Welsh. Sir Richard, 
partner in Hill, Vellacott & Co., and 
Mr. Price, partner in Arthur Collins & 
Co., are members of the Council of the 
Institute. 


Data Processing in the U.S.A. 

A mission of accountants, mathe- 
maticians and professors from twenty- 
three member-countries of the European 
Productivity Agency of the O.E.E.C. has 
begun its study of integrated data pro- 
cessing in the United States. Its leader 
is the representative of the British 
Institute of Management, Mr. B. A. 
Maynard, M.A., F.C.A., partner in Cooper 
Brothers & Co. Another British mem- 
ber is Mr. J. A. Goldsmith, M.A., A.C.A., 
partner in Robson, Morrow & Co., 
representing the Institute of Cost and 
Works Accountants. At the end of a 
tour lasting two months, the mission 
will prepare a report; it is expected to be 
ready in the autumn and will be pre- 
sented in this country at a conference 
and series of seminars. 


Changing Part of Home into Office— 
Planning Permission 

Mr. Ancrum F. Evans, T.D., F.c.A., who 
was refused planning permission by the 
London County Council to turn part of 
his house into an office for his practice, 
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sued the Council for breach of duty 
under the Town and Country Planning 
Act of 1947, arguing that the sub- 
committee of the Council did not hear 
his case, which was conducted adminis- 
tratively, not, as it should have been, 
judicially. At Southwark County Court 
Judge B. S. Wingate-Saul held against 
Mr. Evans, but it seems from the judg- 
ment that if a case were brought against 
the Council on different lines in the High 
Court it might have more chance of 
success. Mr. Evans, who pleaded his 
case himself was complimented by the 
Judge on having argued with much 
lucidity and moderation. “Maybe he 
derives his forensic talents from his 
grandfather” [Lord Maenan, presiding 
judge at the Liverpool Court of Passage 
for forty-five years], added Judge 
Wingate-Saul. 


Unit Trust Merger 

The first major merger of unit trusts 
since the war took place early last 
month, when the Save-and-Prosper 
Group of Unit Trusts was formed by the 
coming together of the Bank Insurance 
Group and the Crosby Unit Trust. The 
group is by far the largest in the country, 
with funds of about £76 million and 
some 162,500 unitholder accounts. 


Financing by Building Societies of 
Houses to Rent 

Attention has been directed of late 
towards possible limits on the lending 
activities of building societies, but it has 
always been recognised that lending to 
the owner-occupier of dwellings does 
not exhaust their legitimate scope. At 
the annual meeting of the Co-operative 
Permanent Building Society, the Presi- 
dent, Mr. C. John Dunham, made refer- 
ence to the need for intensive develop- 
ment of the sites of old houses in the 
inner suburbs, likely to be made neces- 
sary by the shortage of land over the 
present decade, and he suggested that 
here would be scope for the private 
developer to put up dwellings to let. In 
the immediate pre-war years many of 
the 70,000 houses built yearly by private 
enterprise were financed by the building 
society movement, which, although 
generally advocating house purchase, is 
weil aware that there should be a choice 
—especially one would suppose in urban 
areas—between buying and renting. 
Mr. Dunham sees in this coming de- 
velopment a field of finance that the 
building societies should be prepared 
to support. 


An Electronic 
Poser for 
Pythagoras 


A building has attached to it 
a garage 9 feet high, 9 feet 
wide and with a flat roof. A 
ladder 40 feet long is leaning 
against the side of the 
building, and just touches 
the top corner of the garage. 
How high up the wall of the 
building does the ladder 
reach? 


The problem is a variation of an old one, 
but it is not quite as easy as it seems at first 
sight. If readers find difficulty in solving it 
algebraically, they could (without under- 
standing programming!) manage it easily 
enough by working through the following 
simple computer programme. Four columns 
to represent the “stores” A, B, C and D are 
all that are necessary. 

An instruction such as “square A” means 
“square the number in store A.” Similarly, 
“add B to A” means “‘add the number in store 
B to the number in store A”; in this instruc- 
tion the number in store B is not affected. Any 
new number written in a store automatically 
erases the previous number in that store, and is 
used in the next relevant instruction. 

It will be found that a ladder of 25 feet 
combined with a garage 9 feet high and 9 feet 
wide is just too short to reach the wall. A 
ladder of 35 feet and a square-fronted garage 
of 12 feet give solutions in integers. 

Readers may compare the result of their 
computing with the answers on page 234. 


Programme for Computer 
Instruction 


. Write input (length of ladder) in store A. ; 
Write input (height or width of garage) in 

store B. 

Copy the number in store A into store D. 

Copy the number in store B into store C. 

Square A and write result in A. 

Square B and write result in B. 

Add B to A and write result in A. 

Extract square root of A to 2 decimal places 

(ignore negative root) and write result in A. 

Add C to A and write result in A. 

. Multiply C by A and write result in C. 

. Divide A by 2 and write result in A. 

Copy the number in A into B. 

Square A and write result in A. 

14. Subtract C from A and write result in A. 

15. If A thereby becomes negative, ‘ump to instruc- 
tion No. 23. 

16. Extract square root of A to 2 decimal places 
(ignore negative root) and write result in A. 

17. Write in C the result of subtracting A from B. 

18. Add A to B and write result in B. 

19. Test whether D*=B*+C*. If not, signal error. 
(This instruction is optional; it makes the com- 

uter check its own work.) 
20. Find solution in B, transfer it to output unit, and 
rint answer. 

21. Find alternative solution in C, transfer it to 
output unit, and print answer. 

22. Jump to Instruction No. 24. 

23. Print “YOU NEED A LONGER LADDER.” 

24. If there are any more problems in ladders and 
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square-fronted garages to solve, return to in- 
struction No. 1. 
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EDITORIAL 


Moderation in Most Things 


VERYONE agrees that Mr. Heathcoat Amory hada 
Fsineutariy difficult judgment to make when drawing 

up his third Budget, because the industry and trade 
of the country were on a narrow ledge, with a fall (in the 
rate of advance of production) on one side and a rise (in 
the general price level) on the other. The Chancellor has, 
it seems to us, succeeded in keeping the economy safely 
on the ledge, which ahead slopes gently upwards (in pro- 
duction and employment). And while we move somewhat 
gingerly on it we are as secure against storms as we can 
be. There are in reserve, as the Chancellor made very 
clear, other non-fiscal means to put the economy back on 
the ledge if it should start to mount the precipice of rising 
prices. 

While the general economic effects are, as nowadays 
they must always be, the main criteria of goodness or 
badness of the Budget, Mr. Amory is still the State 
Treasurer, as well as Chief Economic Minister. The 
receipts and payments of the Government—alas! one 
cannot say revenue and expenditure, for the State book- 
keeping is antediluvian—are still important factors in 
their own right in shaping the Budget, as well as factors 
which, by entering into the economic equations showing 
whether or not there is likely to be an excess of demand 
in the country at large, help to settle whether more or 
less should be taken in taxes. 

The Budget of a year ago had a built-in regulator of 
some efficiency since the expansion of production led to 
a more than proportionate rise in revenue, owing to the 
broadly progressive form of the tax system. As State 
Treasurer, Mr. Amory could face 1960/61 with a con- 
fidence increased by the favourable outturn for 1959/60. 
Assessing the prospects for the State finances in 1960/61 
on the basis of existing taxation, he reckoned there would 
be, sbout as in 1959/60 an overall deficit of £331 
million. He judged that, economic and financial con- 
siderations all weighed together, he needed virtually no 
further net contribution from the taxpayer but neither 
could there be any net remissions of taxes. 

Within such restricted scope for manoeuvre the Chan- 
cellor has managed to make many adjustments of tax, 
most of them worth while, even if the effect of many of 
them on the State finances is negligible. In finally 
abolishing entertainments duty he has almost yielded to 
force majeure; the cuts in customs on the dearer wines 
owe more to the prospective negotiations for tariff 
reduction in Europe than to detailed fiscal policy; 
the increases in the allowances on housekeepers and 
dependent relatives and the bringing-in of an allowance 
for widows and widowers are wholly admirable. The 
allowance of a flat rate for all on contributions to National 
Insurance was administratively unavoidable, although it 
involves some subsidy of the lower-paid by the higher- 
paid in the State scheme; at least until seeing the Finance 


Bill it is difficult to understand why the same allowance 
is given to those contracted out of the scheme. Repayment 
of post-war credits in hard cases applies the standard of 
the social services to what is the repayment of State debts, 
but while some object on that ground is it any worse than 
applying the standard of age, as at present? Of the three 
other reliefs, the decision to place unit trusts on an equal 
footing with investment trusts for income tax and profits 
tax is wholly welcome; the amending of Section 55 of the 
Finance Act of 1940 on the break-up basis for estate 
duty, is long overdue (but we still have to see how far the 
amendment goes); while the decision seems inherently 
reasonable to graduate estate duty on gifts inter vivos 
according to how long before the date of death the gifts 
passed (up to five years). 

The rise in profits tax must be hard for a Conserva- 
tive Chancellor to justify. He certainly cannot justify it by 
arguing that it will reduce consumption through the 
spending of dividends, for it is unlikely to have more than 
a very small and delayed effect on distributions. Perhaps 
we are moving towards a separate corporation tax, which 
will replace both profits tax and income tax on companies? 

The revision of the penalty provisions, accelerated by 
Mr. Hinchy and his case, is in principle only to be ap- 
plauded, but the details have still to be seen in the Finance 
Bill. The steps taken in protection of the revenue are in 
line with public opinion—at least in regard to compensa- 
tion payments for loss of office, hobby farming, the repeal- 
ing of Section 142 of the Income Tax Act of 1952 and, with 
reservation in the more expert sector of the public, the 
proposed statutory reversal of the effects of the decisions 
in the Leslie Howard and Peter Cheyney cases. (The 
reservation is that the legislation should provide for 
spreading receipts after the cessation of the source.) As 
to the action taken against dividend-stripping, bond- 
washing, and similar transactions, after three earlier 
attempts to draw up foolproof prohibitions of a specific 
kind we are now to be faced with not only a strengthen- 
ing of those prohibitions but also a general and absolute 
power of the Inland Revenue to decide on each case 
according to its own views. The protection afforded by 
the right of appeal to the Special Commissioners and 
from them on matters of law to the courts does not 
remove regrets at a piece of delegated legislation which 
seems thoroughly undesirable, notwithstanding the 
precedent of Section 32 of the Finance Act of 1951, in 
the context of profits tax, and notwithstanding also the 
nature of the practices the new move is designed to 
frustrate. 

For the rest, it is regrettable that taxation reform has 
not been pushed much further this year; we indicated 
last month many urgent and major reforms that had been 
suggested by the Royal Commission but put into the 
Chancellor’s pigeon holes, and there they remain. 
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The “‘state of the order book” is not such a simple thing 

as it may seem. What are its implications for the business? What can 
be derived from it—for profits and for the work load? Action by 
management is called for according to the work-content of orders 


received. 


The Value of Orders Received 


By F. Clive de Paula, F.C.A., F.C.W.A. 


“‘WHAT IS THE value of orders received?’’ is a question 
regularly asked both by sales managers and by managing 
directors. The normal reaction to the question is the 
production of a figure showing the sales value of orders 
booked that week, or that month, or each day. However, 
it is suggested that, in many circumstances, the answer 
is not so simple; different interpretations have to be put 
on the word “value”. Often a rise or fall in the simple 
figure of sales orders is regarded as a course for cheerful- 
ness or gloom, rather than as a management instrument 
pointing to action that needs to be taken to improve 
results in the future. 


Unfilled Orders 
In both merchanting and manufacturing businesses, the 
watch on sales orders can well be elaborated to measure 
the volume of unfilled orders. This measurement is done 
by calculating the sales value of orders as they are 
received and deducting therefrom the value of goods 
invoiced. The calculation may be performed daily, 
weekly, or monthly, and the balance thrown up gives a 
measure of the volume of “unsatisfied customers.” To be 
of real use, the figures must be based on prompt account- 
ing, with little delay, for example, between the despatch 
of goods and the issue of invoices—but, then, the same 
principle applies to all the records discussed in this 
article. In a business which is largely of a merchanting 
nature (as are even some manufacturing concerns) such 
a control can be useful in keeping one’s finger on the 
pulse of the business. Unfilled orders are often analysed 
either by individual products or by product groups. The 
running balance of unfilled orders shows how far the 
organisation is keeping up with the demands made on it. 
Nevertheless, the balance of unfilled orders can some- 
times be a dangerous soporific, when the organisation sits 
back and relaxes contentedly so long as there are plenty 


of orders piling up in front of it. It gets overlooked that 
unfilled orders may merely represent unsatisfied, and 
ultimately dissatisfied, customers. The success of the 
business may in fact be better measured by the speed 
with which it fills the orders it receives and the prompt- 
ness of the service it provides to its customers. The 
object of control should really be to see how low the firm 
can keep the balance of unfilled orders. 

There are also to be found all the different forms of 
analyses of orders by territories, by salesmen, and so on. 
Such analyses show which products are selling, and 
which not; where they are being sold; and who is selling 
them. Probably, however, it is usually more straight- 
forward to build up statistics of these kinds from the 
actual sales invoices rather than from the figures of 
orders booked. 


Profit on orders received 
Another step in control is to measure the profit potential 
which the orders represent—something that may be done 
in various different ways depending on the nature of the 
business. In merchanting, the average profit margin, or 
mark up, on different products or product groups may 
be known approximately. Similarly, in a manufacturing 
firm, costs and profit margins of different products or 
groups may be known, or averaged, with an accuracy 
that is sufficiently close for this purpose, even though not 
complete. Then, as orders come in they can be valued 
both at their selling prices, and also at their “profit 
value”—sometimes the calculation of the selling value is 
omitted. In this way a measure is obtained of how 
“worth while” the orders are. The data of profit on orders 
received is mainly of importance, it will be readily 
appreciated, where profit margins on different products 
vary to a considerable extent. 

In some cases, the anticipated profit on orders received 
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is projected forward to the periods in which delivery 
is expected to take place, so as to provide a profit forecast 
for the coming months. 

Where profit margins on products do differ markedly, 
there may be considerable advantage in varying the 
commission paid to representatives on different products, 
so as to encourage them to get sales for those products 
yielding the better profit. As selling prices, costs and 
profit margins change, so the commission paid on 
different products can be varied, in order to provide 
flexibility in the incentive offered to representatives and 
thus encourage them to switch their efforts to those pro- 
ducts that are of most value to the business at the time. 


“Value” to a manufacturing firm 

The preceding paragraphs refer mainly to the merchant- 
ing side of business life, where the value of an order is 
measured mainly by the profit margin. But in a manu- 
facturing business the value of an order is not fully 
measured by the profit margin. For the manufacturer has 
made a long-term investment of funds, which are locked 
up in manufacturing facilities, plant and factory buildings. 
In order to obtain an adequate return on the money so 
invested, it is necessary to keep those assets as fully 
occupied as possible. Otherwise the unabsorbed fixed 
expenses of unused productive capacity may quickly wipe 
out the profit margin of such products as are sold. 

When the production manager of a business looks at 
the incoming orders, therefore, he is mainly interested 
in what those orders represent in the way of work for the 
different sections of the factory. Looked at in this way, 
any balance of unfilled orders can be used to measure the 
load of work in front of the different sections of the 
factory. 

There is a natural tendency for the factory manager to 
prefer having a fairly large “‘order book” in front of him. 
It gives a comfortable feeling that the factory is not going 
to run out of work; and where the product is made 
specially to each customer’s specification it is inevitable 
that there will always be some orders awaiting comple- 
tion. But where products are sold more or less off a 
“catalogue”, or are sold from a standard range with 
minor modifications to suit individual customers, then 
once again the balance of unfilled orders may in fact 
measure the extent to which the business is failing to give 
the best possible service to its customers. Instead of 
feeling happy so long as there is a good fat order position 
ahead of the factory, the manager should be worried 
when any order is not despatched reasonably soon after 
receipt. 

In some businesses an unpredictable ebb and flow of 
orders make it impossible to prevent an occasional build- 
up of unfilled orders, but in many instances any such 
accumulation is generally the result of poor planning, 
poor production control and poor stock control. 


The “work content” of incoming orders 
So as to be able, then, to anticipate the demands that are 


being made on the different sections of the works, it is 
often useful to evaluate the incoming orders in terms of 
the time required in each part of the factory to complete 
them. This evaluation may be done in addition to the 
measurement of the profit content of the orders, referred 
to earlier. To calculate either, it is necessary to have a 
cost sheet for the different products, showing not only the 
expected profit margin but also details of how the 
production cost is made up. 

The normal way of calculating the costs of the different 
products is to show the time taken in processing each 
product in each of the different cost centres of the works, 
and to multiply the process times by the costing rates of 
the different cost centres concerned. From such a build-up 
of costs it is possible to summarise for each product the 
total process time in each cost centre needed to produce it. 

The process times that appear on the product cost 
sheets may be machining times, or they may include an 
element to cover set-up time so that they represent “‘floor 
to floor” times. If they are only machining times, it may 
be found desirable for this particular purpose to add an 
element to the bare machining times so as to arrive at the 
total time the product takes to pass through each cost 
centre. 

Although the figures will probably have to be built up 
cost centre by cost centre, since that is the form in which 
the information is available in the first place, neverthe- 
less it may be found for the purpose of order analysis 
that the cost centre figures can be grouped into their 
totals by budget centres or departments. It depends 
mainly on the degree of control being aimed at, and the 
extent to which detailed forward loading is required. 

Having thus got a measure, whether in detail orin broad 
total, of the time required in the different parts of the 
factory to manufacture each product, the incoming orders 
can be evaluated in terms of the work that they represent 
for the different parts of the factory. This tabulation 
then shows how far the sales force is being successful in 
“selling” the productive capacity of the factory. It should 
help to disclose any lack of balance between the pro- 
duction capacity that the sales force is managing to sell 
and the production capacity of the factory. 


Trying to balance the work load 
How to correct any disparity is a matter for decision in 
the light of actual circumstances. On the one hand, it may 
be possible to shift the emphasis of the sales effort to those 
products containing a greater “work content” for the 
parts of the factory that are “‘under-sold’’. This shift of 
emphasis may be obtained by instruction or by the in- 
ducement of adjusting the reward to the sales staff for 
selling different products. On the other hand, if the con- 
dition is of a more permanent nature it may be necessary 
to contract or expand the production capacity or arrange 
to sub-contract work for parts of the factory that are 
“over-sold”. Or it may be possible to introduce new 
products, the sale of which will provide work for the 
departments that are going to be short of work. 

An analysis, such as has been described, of the work 
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paid for — profits or no profits. 
Such insurance is the only positive way of ensuring 
that flames will never rob you of your profits. 
If you have not already considered your own position 
following a fire, may we suggest you get in 
touch with us at once? It will be too late if you 
find yourself sitting amongst the debris. 
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content of orders received can be particularly valuable 
in those businesses in which the quotation of accurate 
delivery dates is an important factor in meeting com- 
petition. For it can provide a picture of the extent to 
which orders on hand will fill up the different depart- 
ments of the factory in the weeks and months ahead. 
Most important of all, it should help to disclose what 
particular department is likely to be overloaded and to 
become a bottleneck in the coming period. 

In a business which needs to quote close delivery dates 
the calculation of the work content of incoming orders 
becomes the first step in the control of the factory loading. 
The work content of the incoming orders is booked 
against each department. Then each department is 
credited with the standard hours of work it has produced 
each week. This evaluation of work produced each week is 
normally made from the production records. It can be 
done in simple instances from the sales each week, but 
the figures will then contain an element of distortion 
caused by any fluctuation in the volume of work-in- 
progress or finished stock. However the calculations are 
carried out, the important figure is the balance out- 
standing against each department, being the difference 
between the orders booked and the work completed. 
These balances measure the amount of work outstanding 
in front of each section of the factory, and should pro- 
vide advance warning of those sections that are likely to 
run out of work in the near future and of those sections 
which are seriously overloaded. With some fore-warning, 
the factory manager has more opportunity to get steps 
taken to correct the situation. 


Timeliness rather than accuracy 

However, it must be emphasised that these calculations of 
balances outstanding can seldom be done in practice with 
a high degree of accuracy. Some figures needed in the 
calculations are often not known in advance with any 
very great precision. Nevertheless, there are very many 
cases in which a reasonable approximation of the 
forward position can be of valuable assistance in giving 
management sufficient time to take corrective action far 
enough in advance to be effective. 

The assessment of the forward position is probably 
of most use where the factory manufactures the orders 
that have been taken—rather than where the salesmen 
sell the goods that the factory has produced. In the second 
situation, the problem is more one of good production 
and stock control, combined with commercial skill in 
deciding what to stock (and in what quantities) on the 
shelves of the finished goods warehouse. Obviously, some 
businesses lie between these two extremes. 


Particular limiting factor 

However, in the ebb and flow of business life, it is not 
always production capacity that is necessarily the limiting 
factor. At times that factor may be, for example, a certain 
raw material that can be obtained only in limited 
quantities. Then it is the products that need the least of 
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the material, or that yield the most profit per pound of 
the material, which are the most desirable. Or, for 
example, there may be one particular machine or process 
that is the bottleneck. In any such circumstances, it may 
be worth while to analyse incoming orders in relation 
to whatever is the particular limiting factor at the moment. 
More important still: one should be prepared to change 
the form of analysis and relate it to a different factor 
when circumstances change, as they are almost certain to 
do. 


Conclusion 

In a general article such as this, it is impossible to deal 
precisely with all the different circumstances obtaining in 
all the different parts of business and industry. All that 
can be attempted is to try to demonstrate that it may be 
advantageous to keep a detailed watch on the orders. 
It is the orders coming in, and the orders being lost, 
that can often provide the earliest warning of changes 
that are taking place. By making arrangements to be able 
to record those warnings of change, and by taking steps 
to meet the changes as they take place, the skilful 
businessman may be helped in the competitive struggle 
to keep his firm busy and prosperous. 
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Is there really such a thing as a capital profit? If not, then one 
group of generally accepted accounting principles requires serious 
reconsideration. 


Capital Profits 


By Kenneth S. Most, 11.B., F.C.A. 


A REVIEW OF the Companies Act which failed to re- 
examine the subject of capital profits and reserves would 
certainly be incomplete. One can, however, perceive a 
tendency to deal with capital profits in the framework of 
the Finance Acts, and it is to be hoped that those called 
upon to recommend changes in company law will not 
regard such matters as only of fiscal significance. 

The very appearance of so self-contradictory a term as 
“capital profit” might have been expected to provoke a 
certain amount of inquiry, if not opposition, from 
accountants, but neither reaction can be observed at the 
moment, and the term has attained the status of estab- 
lished usage both inside and outside the accountancy 
profession. “‘Capital reserve” is not so obviously shock- 
ing, so that its validity is not so easily called in question, 
but there are fundamental objections to its use—as we 
propose to argue in a subsequent article in ACCOUNTANCY. 
In the present article we shall examine the concept of 
capital profit and see how it fits into accounting theory. 


Capital profits in current usage 

Generally speaking, a capital profit is said to arise if some 
of the fixed assets of a business are disposed of at a 
higher price than their book value. By analogy, if an 
individual sells an asset which he has held as an invest- 
ment rather than for consumption, any excess of selling 
price over the price at which he bought is called a capital 
profit. 

The two leading cases in auditing case law, Lubbock v. 
British Bank of South America Ltd. ({1892] 2 Ch. 198) and 
Foster v. The New Trinidad Lake Asphalte Co. Ltd. 
({1901] 1 Ch. 208) do not relate solely to fixed assets. The 
Foster case in fact concerned current assets—namely, 
promissory notes taken over by the company at its 
formation. To assert that the promissory notes must be 
considered capital assets because they were purchased out 
of capital is to draw a red herring across the path of 
understanding. Further, profit on the sale of a block of 
common shares by businesses where such transactions are 


exceptional rather than regular features of their opera- 
tions would be regarded as capital profits, but that fact 
does not suffice to characterise the shares as fixed assets 
while in the hands of a particular company. It would 
appear, therefore, that a capital profit can arise from the 
sale of any asset for more than its book value, or from the 
redemption of any liability for less than its book value, 
and a stock of raw materials which has increased in value 
as a result of market changes can produce a capital profit 
just as easily as a sale of plant or real property. 

In company law, premiums received on the issue of 
shares and debentures are capital profits. Premiums 
received from an issue of shares must be dealt with 
according to Section 56 of the Companies Act, 1948, 
which provides that a sum equal to the aggregate 
amount of the premiums shall be transferred to a share 
premium account and is then subject to the provisions 
of the Act governing reduction of capital. The share 
premium account may, however, be applied to paying up 
unissued shares of the company to be issued to members 
as fully-paid bonus shares, in writing off preliminary 
expenses or issue expenses of any shares or debentures 
of the company, or as a contribution to the premium 
payable on redemption of any redeemable Preference 
shares or debentures of the company. Unless expressly 
forbidden by the Articles of Association, premiums 
received from the issue of debentures may be distributed 
as profits, although it must be added that the accountancy 
profession frowns upon this procedure. 


An evident confusion 

The confusion apparent in Section 56 demands examina- 
tion. What is there about a premium on the issue of 
debentures which causes it to be assimilated to a premium 
on an issue of shares? What exception could be taken to 
a cash payment to the old shareholders equal to the 
premium received on the issue of shares? Or why should a 
company be allowed to use such a premium to write down 
its preliminary expenses and not to write down the value 


of its fixed assets? Is there any objection to using the 
money to purchase silver-plated furniture for the 
Board room? 

To restrict a premium on the issue of shares or deben- 
tures to writing off expenses of the issue seems eminently 
reasonable, but it would be equally correct under this 
Section to use it for writing off the expenses of prior 
issues, even those the proceeds of which have been “sunk 
and lost.” And if it may be used to pay up unissued 
shares of a company and to provide a premium payable 
on redemption of redeemable debentures, what are we to 
assume is the distinction between a capital profit and the 
credit balance of the profit and loss account, which makes 
the latter available for payment of dividends and not the 
former? 


No dividends except out of profits 

The company law treatment of premiums of this kind is 
said to follow from the rule that no dividend shall be paid 
except out of profits, and most companies include in their 
Articles a clause such as Clause 116 of Table A, expressly 
forbidding the practice. The Act itself does not contain 
any provisions forbidding the payment of dividends out of 
capital, and in one place specifically permits them to be 
so paid, although the sanction of the Board of Trade is 
required (Section 65, covering the payment of interest on 
capital during construction). No one could possibly 
regard a cash bonus paid to shareholders out of a 
premium received on the issue of shares as a dividend, 
however, so that this treatment must be ascribed solely 
to a desire that reduction of capital shall be effected in 
accordance with the specific provisions of the Act. So 
we are still not clear whether we are dealing with capital 
or profit. 

If we look outside company law, the position appears to 
be clearer, although not more logical. For income tax 
purposes, a capital profit is income derived otherwise than 
from ‘‘a venture in the nature of trade,” and this dubious 
origin may underly the concept of capital profit just as 
much as the frequently obscure dicta of the old judges. 
The main identifying characteristic of capital profits 
seems to be their exceptional occurrence in point of time, 
coupled with their origin in transactions lying outside the 
principal activity of the individual, firm or company 
concerned. There does not appear to be much utility in 
retaining a special category of profit based upon these 
characteristics. 

Accountants today subscribe to the point of view that 
there is such a thing as an economic profit, which can be 
ascertained objectively by the application of accepted 
accounting principles. Bur for centuries the law has 
been the slave to the letter and it may be for that reason 
that the judicial mind created the idea of capital profit 
and legally trained minds kept it alive, and, indeed, 
fostered its growth, in both company law and tax law. 
But a further clue is obtained when we note that the 
concept embodies a desire to keep separate those profits 
available for the payment of dividends, and other income 
which is not so available. A glance at the law of trusts, 
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which was administered in the Court of Chancery, may 
explain why. 


The law of trusts 

The law of trusts knew a concept called “waste” (or 
rather, a group of concepts, since they differed sub- 
stantially from one another), which it applied in an 
attempt to see that justice was done between the life- 
tenant of an estate and its remainderman. In the early 
years of equity, certain rules were laid down which 
governed the relation of Chancery decisions to those of 
the common law, and these rules were incorporated in the 
Judicature Act, 1873 (now Section 44, Judicature Act, 
1925) which effected the fusion of law and equity. 

Equity knew three types of waste, or damage to the 
capital fund of an estate by a life-tenant. There was 
“voluntary waste,” a positive act causing damage, such 
as pulling down houses or cutting timber. There was 
“‘permissive waste,” a passive state such as allowing an 
estate to fall into ruin. Finally, “equitable waste” was 
damage so gross that a Court of equity would restrain 
it irrespective of the terms of the trust deed, which might 
make the life-tenant unimpeachable for waste. Such an 
act as pulling down a family mansion (Vane v. Barnard 
(Lord), (1716) 2 Vern. 738) was characterised as equitable 
waste. 

It would seem from this that the judges who ad- 
ministered the law of trusts had no economic ideas of a 
capital fund which must be kept intact, since they would 
allow certain acts of voluntary or permissive waste to 
destroy it, and intervened only if they found that the 
existing social order required them to do so in the public 
interest. Common law knew even less of a capital fund 
concept, since it required the life-tenant to be made 
expressly impeachable for waste in the trust deed before 
it would intervene to protect the estate in the interests of 
the remainderman. The sanctity of capital seems to have 
been unknown to the common law. 

Could it be, then, that in separating the funds of a 
company into a part that was available for dividend and 
a part that was not, the courts were treating shareholders 
in companies as a sort of life-tenant, whose duty was to 
keep the capital and hand it on to the remaindermen, 
their successors? If so, then they were guilty of a funda- 
mental error, for the shareholders of a company are the 
owners of the company for the time being, and owe no 
duty to those who become shareholders after them, other 
than to act fairly at the time of transfer. There is no 
obligation upon the shareholders of a company for the 
time being to keep any of its assets intact for the benefit of 


their successors. 


Protecting the shareholder? 

There was one practical problem which the enactment of 
a provision aimed at requiring companies to keep their 
capital intact may be considered as an attempt to solve. 
In the early days of company formation it was common 
for a company promoter to swindle the shareholders by 
paying annual sums out of the capital contributed and 
calling them dividends. This practice could continue for 
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many years if the capital was large enough, and by the 
time the facts came to light the shareholders would have 
lost all. However, shareholders are not protected by with- 
holding from them the cash received on realisation of a 
part of the assets of the company—for example, its 
goodwill—and they can be swindled quite effectively 
although they are never paid anything except out of 
profits shown in the profit and loss account. The only 
protection that the law can provide for shareholders is to 
require profits to be measured accurately and reported 
at frequent and regular intervals. 

It might be imagined, therefore, that the protection of 
shareholders would have justified more practical steps 
being taken by the drafters of the company law. The 
obligation to publish a profit and loss account annually, 
for example, prepared according to recognised accounting 
principles and with a minimum necessary analysis, would 
have ensured that shareholders were kept informed of the 
true position of the company, and would have enabled 
them to take action as proprietors to protect their 
property. Even private companies, many of which the 
Companies Act of 1948 exempts from the obligation to 
file annual accounts, could have been included in this 
provision, the requirement being simply that the directors 
should supply all shareholders with a copy of the profit 
and loss account. 

True, the opinion of businessmen at the formative 
period of our company legislation, and one which has by 
no means disappeared, was that the publication of a 
profit and loss account to shareholders might provide 
competitors with confidential information, from which 
they could profit to the disadvantage of the company. If 
a competitor wished to obtain such information he need 
only procure a few shares in the company and it would 
be made available to him. There is some force behind this 
argument when looked at with the eyes of the nineteenth 
century businessman, but not today. On the one hand, 
competition today is far more informed from a number 
of statistical and financial sources; on the other, the 
danger of fraud to the investor, and to the public at large, 
must be recognised as overriding any such consideration. 


Capital profit and protection of creditors 

Dividends may not be paid out of capital, and yet there is 
no obligation for a company to keep its assets intact. The 
leading case is Verner v. General and Commercial Invest- 
ment Trust ([1894] 2 Ch. 239), where a holder of Or- 
dinary shares sought to restrain the payment of a 
dividend on the Preference shares on the ground that 
capital (that is, assets) was not intact. The Court of 
Appeal decided that it was not necessary for a company 
to make good the loss of capital before paying the 
dividend. The decision includes these words: “. . . there 


can be no doubt that, even if the Memorandum of 
Association contained a provision for paying dividends 
out of capital, such provision would be invalid. . . . There 
is no law which prevents a company from sinking its 
capital in the purchase of a money-making property or 
undertaking, and in dividing up the money annually 
yielded by it without preserving the capital sunk so as to 
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be able to reproduce it intact either before or after the 
winding-up of the company.” The quotation is learned 
by heart by every accountant early in his studies, yet one 
wonders whether the inconsistencies contained in it are 
fully appreciated. 

If it means anything, this judgment must be understood 
to say that a company may lose its capital in trading, but 
not pay it out to shareholders otherwise than in accor- 
dance with the provisions of the Companies Act regula- 
ting reduction of capital. This conclusion would appear 
to provide cold comfort to a creditor, for what protection 
can he receive from the fact that a capital account exists 
in the balance sheet, or that a credit balance appeared on 
the profit and loss account immediately prior to its 
distribution as dividend, if in fact the company has no 
money with which to settle his account? 


Why the capital profit concept is superfluous 

Enough has been said to show the illogicality of both law 
and usage where capital profits are concerned, and the 
inability of such practices to protect either shareholders 
or creditors. They may prove useful as a device for taking 
certain classes of income outside the taxing statutes, but 
even this is a double-edged weapon, as was shown at the 
time of the expropriation of the Suez Canal Company. 
Besides, the growing agitation for a capital gains tax 
suffices to place many of us on our guard against develop- 
ing the concept any further. 

It would seem logical to suggest that, if the profit and 
loss accounts of a business from the time of its incorpora- 
tion to the time of its liquidation were combined, then a 
figure of total profit and loss for the business during its 
lifetime could be prepared. Adding the profit to the 
capital contributed, or deducting the loss, would produce 
an amount equal to the amount available to shareholders 
on liquidation. This procedure would mean, in effect, 
that the only obstacles in the way of the accurate deter- 
mination of profit or loss are those presented by the 
problem of valuing fixed assets periodically; eliminating 
this problem by assuming all fixed assets to have been 
sold on liquidation, we are left with an accurate profit 
figure. 

Where, however, certain profits are left outside the 
profit and loss account, by being regarded as capital 
profits and taken directly into the balance sheet, then it 
will not be possible to add together successive profit and 
loss accounts in order to arrive at the profit or loss for the 
lifetime of the business. It follows, therefore, that all 
receipts of a company are either capital or revenue, and 
that the capital receipts alone should be taken directly 
to the balance sheet. All revenue items must be passed 
through the profit and loss account. A third type oj 
receipt such as a “capital profit’? need never arise. 

This conclusion means, in effect, that the measurement 
of profit must be taken to include all profit, irrespective 
of source or peculiarities in the nature of its origins. 
After all, the difference between capital and profit is in 
the last resort a question of time; the profits of the old 
period become the capital of the new on the witching hour 
of midnight of the day on which the accounting period 


ends. The same notion underlies the contemporary 
practice of treating all reserves, including the un- 
distributed balance of the profit and loss account, as the 
capital of a company in its balance sheet grouping. 


An example 

One example may be cited of the consequences which 
may follow from the adoption of erroneous accounting 
conventions of the kind we have here discussed. The fixed 
assets of Thomas Preston Ltd. were valued between 1947 
and 1949, and the depreciation charges proved to have 
been insufficient when the book values of these assets 
were compared with their current market value. It was 
recommended by the directors in 1958, and approved by 
the company in general meeting, that the book value of 
fixed assets be reduced by a charge to share premium 
account of approximately £108,000 to rectify the position, 
the remaining £14,000 required being charged to profit 
and loss account. The reduction of capital was approved 
by the Court in January, 1959. 
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Ignoring the legal aspect, the treatment meant that the 
greater part of a revenue charge for depreciation was to 
be debited to a share premium, or “capital profits”, 
account instead of to the profit and loss account. True, 
the special depreciation charge was an exceptional item, 
but it was no less an expense through not having been 
charged to the years which should have borne it. The 
treatment proposed by-passed the profit and loss account 
and therefore made it unable to serve its primary purpose 
of reconciling opening and closing capital. 

Further, the balance of the profit and loss account at 
the date when the special loss was ascertained amounted 
to £35,394. It is obvious that the treatment proposed 
would enable a substantial part of this balance to be used 
for paying dividends. Had the special loss been charged 
to the profit and loss account, no dividends could have 
been paid. The net result was to make the share premium 
account available for the payment of the dividend—and 
dividends were in fact paid on the Ordinary shares in 
1959, for the first time in three years. 


The new Building Societies Bill will bring a much-needed 
reform of the societies, but the detailed provisions are complex and a 
few of them are not quite as we should have liked them. 


Reform of Building Societies 


THE BUILDING SOCIETIES Bill is a thick 
document of fifty-odd pages, of 
which ten are solely on accounts, 
audit and annual return. The Bill has 
as its general object filling in the gaps 
and destroying the anachronisms 
left by the Buildings Societies Acts 
of 1874 and 1894 and making it— 
partly by greatly improved account- 
ability—no longer possible for a 
few societies to lower the standards of 
the movement at large and to reduce 
its status as a borrower of “small” 
savings, particularly by indulgence 
through its privileges in large-scale 
property deals. 

Not that building societies are to 
be restricted to financing owner- 
occupiers. It is provided that ad- 
vances to any body corporate (or any 
advances to a person other than a 
body corporate in excess of £5,000) 


shall not in total exceed 10 per cent. 
of the total loans made during the 
year. If they do, the Chief Registrar 
of Friendly Societies may rule that 
they be reduced, or if they exceed 
25 per cent. forbid them altogether 
(but there is a possible extension to 
finance new building for letting). 

A new society will not be able to 
advertise without specific permission 
and the Registrar, with Treasury 
consent, will have power to ban 
further advertising by an existing 
society if he thinks it adverse to the 
interests of investors. The form of 
advertisements and communications 
will also be controlled. 

The existing very inadequate re- 
quirements for forming a society are 
replaced—at least ten people, each 
of whom has subscribed £500 in cash, 
will be needed. The Registrar will be 


able to appoint an inspector to 
inquire into a society’s affairs and to 
call a meeting, without being ap- 
proached by any of the members, and 
to refuse to register a society in any 
name which he considers undesirable. 

Any new subscriber or depositor 
must be given a copy of the latest 
balance sheet and revenue and appro- 
priation account, with the auditor’s 
report. A register of members must 
be kept and reasonable access to it 
provided. Regulations are laid down 
for the holding of meetings, including 
the right of members to requisition 
meetings, the voting rights of mem- 
bers and the right to demand a poll. 
Written notice of meetings must be 
sent to all members who hold shares 
to a value of £25 or more, and there 
are adequate arrangements as to 
proxies. Directors must disclose their 
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interest in contracts with the society, 
and advances to directors or officers 
or to companies in which they are 
interested be shown in the annual 
return. Notice must be given to the 
Registrar within fourteen days of 
changes in the officers of a society. 
Note that the term officer includes a 
director, manager or secretary of a 
building society, while the term 
director means a member of the com- 
mittee of management or any other 
person occupying the position of 
director by whatever name he is 
called. There is no mention of the 
auditor in the definition of officer. 


Accounts and Audit 

THE REQUIREMENTS OF the Bill on 
accounts and audit run largely in line 
with those in the Companies Act, 
1948, and comment can mainly be 
restricted to the differences. Every 
building society is to maintain a 
system (a) of control and inspection 
of its books of account and for super- 
vising its cash holdings and all 
receipts and remittances and (b) to 
ensure the safe custody of deeds 
relating to property mortgaged to the 
society, with very strict provisions on 
the release of any such deeds from 
the custody of the officers. The 
accounts to be -presented at the 
annual general meeting are not 
profit and loss account and balance 
sheet. but revenue and appropria- 
tion account and balance sheet. In- 
stead of setting out Schedules like 
those of the Companies Act the Bill 
gives power to the Registrar to make 
regulations on the content of the 
revenue and appropriation account 
and balance sheet (and to demand that 
comparable particulars be shown for 
the preceding year). The accounts 
must give a true and fair view, as 
required of companies. 

The signing of the balance sheet 
and the attachment to it of the 
accounts and the auditors’ report 
follow the Companies Act, but much 
detail on mortgages, investments 
from shareholders and depositors, 
and arrears from mortgagors is speci- 
fied to be included in the directors’ 
report. 

A copy of the balance sheet and 
all the attached documents must be 
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sent to the Registrar and to every 
member who holds shares to the 
value of £25 or more at the end of the 
accounting year. 

At last the antiquated and in- 
sufficient words “‘certify correct, duly 
vouched and in accordance with 
law” will no longer form the auditor’s 
report. Instead he will have to certify 
that he is satisfied under seven 
stipulated heads, one of which is that 
the accounts give a true and fair 
view. The seven heads seem excessive 
and unnecessary: much less elaborate 
requirements are laid down in the 
Companies Act. It would have been 
more satisfying if, instead, specified 
matters had been laid down (but 
under fewer than seven heads!) to 
which the auditor should refer if he 
had not been able to make a complete 
or satisfactory audit. 

Requirements as to auditors are on 
the same lines as those of Sections 
159 to 163 of the Companies Act. 
Notice of twenty-eight days must be 
given of a resolution seeking to 
appoint as auditor any person other 
than the retiring auditor or to secure 
that the retiring auditor shall not be 
re-appointed. The society must give 
its members notice of any such reso- 
lution at the same time and in the 
same manner as it gives notice of the 
meeting or, if that is not practicable, 
either by advertisement in a news- 
paper having an appropriate circula- 
tion or by any other way allowed by 
the rules of the society. 

The annual return to be made to 
the Registrar must give information 
to be prescribed by him with 
Treasury consent. A copy must be 
supplied on demand free of charge to 
any member or depositor. The 
auditors have to make a report on the 
annual return to be annexed to it, 
and the requirements of the report 
are on the same lines as those of the 
report on the balance sheet and 
revenue and appropriation account, 
but regulations can be made exempt- 
ing the auditors from dealing with 
such matters in the returns as may be 
prescribed. 


The Institute Submissions 
INCLUDED IN THE annual report of the 
Institute of Chartered Accountants 


in England and Wales for 1959 (just 
issued) is a memorandum on building 
societies sent to the Chancellor of the 
Exchequer in December, 1959, to- 
gether with a statement, adding to 
the earlier one in some respects, sent 
in January, 1960. From these sub- 
missions it will be seen that much of 
the material in the Bill coincides 
fairly closely with the recommenda- 
tions of the Institute. The first 
memorandum hoped that the content 
of the accounts would be left in 
detail to the officers of the individual 
society, subject to a Schedule laid 
down in the final Act. The second 
statement, however, accepted that 
the Bill would leave the details to be 
settled by the Registrar, but nonethe- 
less expressed the hope that there 
would be set out in narrative form the 
documents to comprise the annual 
accounts and the main requirements 
to be disclosed in them, the Registrar 
making his prescriptions within this 
framework. The Bill as now pre- 
sented does not fulfill these require- 
ments, but until the desires of the 
Registrar are made known it is im- 
possible to say whether or not the 
detailed requirements suggested in 
the memoranda on the content of the 
accounts and the annual return will 
be met. 

The comments we have made 
above about the form of the auditor’s 
report are in line with the submissions 
of the Institute. 

The Bill contains no requirements 
on the schedule of investments or the 
movements of provisions and re- 
serves or the fuller analysis of mort- 
gage advances according to type of 
properties specifically mentioned by 
the Institute, but possibly these mat- 
ters will be covered in the regulations. 


“There cannot be many professions 
which, having started from relatively 
humble beginnings, have spread and 
developed in such a remarkable way as 
chartered accountancy. It would be no 
exaggeration to say that the wheels of 
commerce and industry would very soon 
grind to a chaotic halt if they were denied 
the services of chartered accountants.”— 
H.R.H. the Duke of Edinburgh at a luncheon 
of the Institute of Chartered Accountants of 
Scotland in Edinburgh. 
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My cousin at Wills doesn’t just take orders 
—he gives them! 


if you were a tobacconist ordering from W. D. & 
H. O. Wills your order would be handled by a LEO 
Automatic Office in about eight seconds. 


LEO checks your account and your credit limit and 
works out the discount terms. LEO decides what should 
be sent direct from the factories and what should be packed 
in the warehouse. And LEO makes its own arrangements 
to deal with the accounting for the order and the sales 
statistics on the customer. All in those few seconds - and 
automatically. 


Better service for more customers. LEO at Wills was 
designed to keep up and improve on a traditionally high 
standard of customer service. It handles thousands of 
orders daily as they come in, each averaging over a dozen 
lines chosen from three hundred and twenty separate 
items. LEO is versatile. It can be used just as successfully 
for stock control, production control or the most complex 
payroll. 

Why Wills chose LEO. LEO offers its users many advan- 
tages. But the one that impressed Wills most was that it 
was the first computer ever to undertake commercial work 


on a regular basis, and that it had done so for a number of 
years. As a result, the LEO Consultancy team could speak 
from experience. Furthermore when the computer was 
installed LEO technicians stayed until it was working at full 
pressure and then passed over smoothly to the team they had 
helped select and train. 

LEO can help you. LEO can help you to increase efficiency, 
to save time, money and space. Get in touch with LEO 
Computers Ltd., and find out how a LEO Computer 
would fit into your organisation. Wills are impressed by 
the LEO Consultancy Service. You will be, too. 


LEO COMPUTERS LTD., 
HARTREE HOUSE, QUEENSWAY, LONDON, W.2 
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Specialised Posial Training 
for the examinations of the 
INSTITUTE ... Also for the 


Assn. of Certified & Corp. Accts. 

examinations — M.C. students have 

| gained more than 11,500 PASSES and 
nearly 400 HONOURS. 


Inst. of Cost & Works Accts. 
examinations at which M.C. Students 
have gained more than 10,000 PASSES 
and MORE FIRST PLACES (inter. & 
Final) than have been won by ALL 
other candidates and the MAJORITY 
of the Gill, Leverhulme and Moran 
Prizes. 


B.Sc.Econ. (Lond.) Degree 

M.C. Students have gained more than 
1,300 SUCCESSES and more than 300 
HONOURS DEGREES in the last 12 
years. 


LL.B. (Lond.) Degree 
M.C. Students have gained more than 
1,750 SUCCESSES and I5S HONOURS 
DEGREES in the last 12 years. 


At the C.A. and S.A.A. Examinations Students of the 
Metropolitan College have gained over 


10.000 SUCCESSES 


and more than 350 HONOURS, Prizes and Medals 
including 


06 FIRST PLACES 
38 SECOND PLACES 


66 Third and Fourth Places 
* * * 


%* WRITE TODAY for a free copy of the College “Accountancy’’ Prospectus 


to the Secretary (A3), METROPOLITAN COLLEGE, ST. ALBANS, OR CALL: 
30 QUEEN VICTORIA STREET, LONDON, E.C.4. (Telephone: City 6874). 


METROPOLITAN COLLEGE 
STALBANS 


RESE RVES 


EQUIVALENT TO 6°5%, OF 
ASSETS wuicu now 


EXCEED £84,000,000 


THE 


ESTABLISHED 1849 


ALBION STREET, LEEDS 1. 


OVER £5,500,000 tinctuding taxation Reserve) 


ye EXCELLENT MORTGAGE FACILITIES 
y% DEPOSIT DEPARTMENT HAS TRUSTEE STATUS 


PROVINCIAL 


BUILDING SOCIETY 


Head Offices: MARKET STREET, BRADFORD 1. Tel: 29791 (7 lines) 
Tel: 29731 (4 lines) 


London Office: ASTOR HOUSE, ALDWYCH, W.C.2. Tel: HOLborn 3681 
OVER 500 BRANCHES AND AGENCIES 
MEMBER OF THE BUILDING SOCIETIES ASSOCIATION 


For 
Travellers’ 
Receipts 


@ RECEIPT 

@ CASH SHEET 

@ BANK SLIP (if required) 
Completed AT ONE WRITING 


Holders showing Cash Sheet anchored at head under clip. and receipt pad 
on ae with unused receipts folded back. THE RECEIPT MOVES DOWN 
A LINE AT A TIME BY A TOUCH OF THE FINGER. 


MODERN ACCOUNTS LTD. 
Bell Green Lane, Lower Sydenham, London, $.£.26. Tel. SYD 5131 
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Accountant at Large 


By . . . Accounting Prizes (Cantab.) 
£0 Os. od. 


THE ACCOUNTS OF the University of 
Cambridge for the year ended July 
31, 1959, published as a supplement 
to the Cambridge University Reporter, 
provide a fascinating but astound- 
ing study for accountants. A heavy 
study, too—the document is of 272 
pages and turns the office scales at a 
pound and five ounces. The index— 
where else is one to be found in 
published accounts?—here almost 
justifies the five pages allotted to it, 
for there are more than 700 fully- 
detailed accounts. On quantity of 
paper alone this remarkable publica- 
tion, at sixpence, would seem to be 
such a price-reducing force as to 
gladden the heart of. the Chancellor 
of the other place out Bletchley way. 

There is detail in profusion. Thus 
the electric light, power, water and 
gas account solemnly includes an 
item of income of £0 15s. 5d. for gas 
and rent of meters from sources other 
than the buildings maintenance fund; 
the accounts of various faculties 
record the travelling expenses in- 
curred, including those of the Depart- 
ment of Moral Science at £0 Os. Od. 
(clearly moral science is a subject for 
the armchair or even the couch); 
while the Physics Department was 
financed to the extent of £0 19s. Id. 
by a munificent grant from the 
National Coal Board. Hundreds of 
such instances of pedantic accounting 
could be quoted from these pages. In 
the “‘final account”’ we are treated to 
an analysis which includes among 
other items “due to Ministry of 
National Insurance for insurance 
stamps.” From an earlier account 
there has now been dropped the 
delightful entry that appeared in the 
accounts of the previous year “Sale 
of Consolidated 24 per cent. Stock 
held by the National Debt Office in 
respect of land tax . . . £0 Os. 2d.” 
Though this entry cannot quite 
be matched now there are many 
dozens of a pound or two sterling 
(with shillings and pence in accurate 
array), or less. But completeness (is 


that here the right word?) has its 
apotheosis in such an account as that 
for the Gladstone Memorial Fund, 
shown below. 

The law has a maxim De minimis 
non curat lex; it has a place in 
accountancy too. The art, as con- 
trasted with the craft, of the accoun- 
tant is to digest his mass of detail and 
present the truth in a form to be 
readily understood. In the Cambridge 
accounts are all the trees and sap- 
lings and shoots: we have to clamber 
painfully to get any glimpse of the 
wood. We are embarrassed at the 
intimate particulars of stipends, 
salaries and wages of individuals, 
paraded before our far from prying 
eyes: this is surely a domestic matter, 
on which public accounting is not 
required? We trip over £0 Os. Od.— 
the Gladstone account is very far 
from being the only one graced by 
this triplicity of noughts; we resist 
such plain inferences as that there 
was a Gladstone prizeman but that he 
was given nothing. And we question 
whether shillings and pence are 
needed at all when total income runs 
to two-and-a-half million pounds. 

All the detail must certainly be 
mustered; perhaps it must be avail- 
able to the enquirer or the benefactor 
of a fund, though even for such 
people compressed tabular state- 
ments would surely be enough. But 
for general publication, economy and 
enlightenment alike call for half a 
dozen rather than 272 pages. It is as 
though a bank included in its pub- 
lished accounts the profit and loss 
accounts of all its fifteen hundred 
branches—and no balance sheet. 

For indeed there is no balance 
sheet here. As we wander to and fro 
in these Cambridge accounts we find, 


Credit balance, Aug 1, 1958 .. 
Trustees of the Gladstone 
Memorial Trust 
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at first a little incredulously, that if we 
want to know whether the Univer- 
sity is solvent we must look else- 
where. The “account of stocks” 
consists of a long list of holdings 
and the University general funds are 
set out in another account, but the 
information hardly begins to answer 
the question, how rich is the 
University? 

In fairness it must be added that a 
small improvement has taken place in 
recent years. By waiting for some 
months after the publication of the 
full accounts one can obtain a 
document of some dozen pages 
summarising the income and expendi- 
ture of the year. It is based on the 
returns submitted annually to the 
University Grants Committee and 
unfortunately excludes, inter alia, all 
capital transactions, scholarship 
foundations, and fellowship and 
prize funds. It does, however, show 
the sources of the income of the 
University at its free disposition, and, 
broadly, how the income has been 
used. If the issue of this summary is to 
be regarded as a first step towards 
presenting informative accounts 
about the University it is welcome, 
but it scarcely affects the question of 
the main accounts. 

Those accounts are compiled under 
University Statutes drawn up, and 
presumably amended from time to 
time, to meet what were considered 
to be the requirements of the moment. 
(Note, too, that the auditors report 
within the narrow limits imposed by 
the Statutes and are naturally not 
responsible for the form of the 
accounts.) Evidently the concern 
is to give details, in a form grown 
familiar, rather than to present a 
general picture to be readily under- 
stood by insiders or outsiders. 
Commentary from the outsiders is 
justified if only because the public 
makes a major contribution to the 
income of the University. 

Who called the other place the 
home of lost causes? 


™ 
Credit balance July 31, 1959 6 8 
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Capital and Capital Employed 


By H. Hart, B.A.(Com.), F.C.A. 


INTRODUCTION 

IN 1945 THe Institute of Chartered 
Accountants in England and Wales 
and the National Institute of Economic 
and Social Research entered into 
informal discussions to try to reach a 
closer understanding between accoun- 
tants and economists on principles. As 
a result, a Joint Exploratory Committee 
was appointed to examine the major 
accounting concepts and the more 
important terms commonly used by both 
accountants and economists. In 1951 
the Committee presented its report, 
Some Accounting Terms and Concepts. 

This article considers only one of the 
terms examined by the Committee, 
“capital,” and attempts to trace any 
developments in the accepted meaning 
of the term since the publication of the 
report. 

It seems clear that both accountants 
and economists are faced with similar 
difficulties in any attempt to define 
“capital.”” Various writers on economics 
have suggested that the important thing 
is to distinguish between the several 
concepts rather than the definitions and 
to recognise that the meaning of 
“capital” varies according to the con- 
text. Any alleged differences of opinion 
between accountants and economists on 
the meaning of capital probably stem 
from the fact that the same term is 
being used in different contexts. 

There can, then, be no single universal 
definition of capital, and this fact has 
been recognised among accountants, not 
only by the addition of various qualifying 
adjectives to the term “capital,” but 
also by the emergence of the expression 
“capital employed,” which also, however, 


The author examines the problem of measuring capital 


employed, both in theory and in practice, and surveys its various 
applications. A number of pitfalls are indicated. The conclusion is 
reached that, on one interpretation of capital employed, 

the gap between the approach of the accountant and that of the 


economist can be narrowed. 


is unfortunately subject to differences of 
interpretation depending on the context 
in which it is discussed. 

We consider some of the interpreta- 
tions placed on the terms “capital” and 
“capital employed.” 


CAPITAL 

In the report of the Joint Exploratory 
Committee “‘capital’’ was described as 
“a stock or fund existing at a particular 
moment of time.” It was then stated that 
on this point there was no difference 
between the views of the economist 
members of the Committee and those 
of the accountant members, but that 
beyond this point there was a profound 
difference, and at that time certainly an 
irreconcilable difference, between the 
two groups about the concept of capital. 

Thus, the approach of the accountant 
would normally be from the liabilities 
side of the balance sheet, and he would 
construe capital as the proprietors’ 
monetary interest in the enterprise—in 
the very limited narrow sense, “share 
capital or stock,” and in the rather wider 
sense “total contributed capital plus 
reserves.”’ Within this framework there 
are various other uses of the term 
“capital”—such as “working capital,” 
“liquid capital,”’ “capital expenditure,” 
and so on. 

Economists, on the other hand, would 
be mainly concerned with the employ- 
ment of capital, as distinct from the 
sources from which it was obtained. 
Proprietary interest would have little 
relevance for them, and they would be 
concerned primarily with capital as a 
stock of material objects as distinct from 
the monetary values placed on those 


objects. Thus, in the words used in the 
report of the Joint Exploratory Com- 
mittee, “the economists’ ‘capital’ com- 
prises fixed assets, excluding all forms of 
financial investment, plus inventories 
and deferred charges; all these the 
economists regard as ‘capital’ in the 
sense of productive power independent 
of any financial claims that may be 
associated with them.” 

With instability in the monetary unit, 
this idea of capital as a stock of material 
objects expressed in real terms has given 
rise to the fundamental differences 
between accountants and economists on 
the appropriate methods of assigning 
values to fixed assets and stocks. 

Nevertheless, it would seem that when 
considering “capital employed” in a 
business undertaking, most accountants 
approximate somewhat more closely to 
the economists’ concept of capital. 


CAPITAL EMPLOYED 
Most of the discussion on “capital em- 
ployed”’ has been focused on establish- 
ing a standard of measurement with 
which to compare “profit” or “return,”’ 
and it is indeed in this context that 
most accountants would use the term. 
However, accountants would not all 
agree among themselves on the methods 
of assessing capital employed, even 
within this given context. 
Furthermore, as with the term “capi- 
tal,’ when used in an unqualified way, 
the expression “‘capital employed”’ may 
have different contextual applications. 
When used in annual statements of 
account its meaning is usually restricted 
to contributed capital plus reserves, and 
including, sometimes, loan capital. 
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B informed 


on the latest developments 


in data processing 


think of 
this 


consider 
this 


DE LA RUE BULL 


MACHINES LIMITED 
114/118 Southampton Row 
London W.C.1 


The De La Rue Company of Gt. Britain and Compagnie des 
Machines Bull of France —largest suppliers of computing equip- 
ment in Europe — have formed an important new Anglo-French 
alliance. The new company De La Rue Bull Machines Limited 
will make available throughout the British Commonwea!th a 
comprehensive and fully proven range of punched card and 
computer equipment for commerce, industry and research. 


You will want advance information on every facet of the new 
company’s programme. You will wish to familiarise yourself 
with its field activities, its services in planning data processing 
systems for industry — and the advanced equipment with which 
it implements those plans. May we, then, offer you a regular 
copy of our News Report ? 


The equipment produced by De La Rue Bull Machines Ltd., its 
manifold applications and the methods by which it is applied ... 
open discussion by international personalities, of the problems 
and projects connected with the current computer world . . . 
these are just some of the interesting contents of the News 
Report by De La Rue Bull Machines Ltd. Make sure that you 
are on the mailing list. Return the coupon without delay. 
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By Order of Messrs. Whitt & Chambers. Owing to expiration of lease of the premises, 
22A, LANIER ROAD (REAR OF 190 HITHER GREEN LANE), LONDON, S.E.13 


HENRY BUTCHER & CO. 


are instructed to offer for SALE BY AUCTION in LOTS on the PREMISES on 


TUESDAY, 26th APRIL 1960 
at ELEVEN A.M. 


PLANT, MACHINERY & EQUIPMENT 


including 
S.S. & S.C. AND CAPSTAN LATHES 
by “Willson,” ““Broadbent’’ and “Drummond” 
“ARCHDALE” MILLING MACHINES, POWER HACKSAWS 
PILLAR AND BENCH DRILLING MACHINES, GRINDERS 
“RENTWELD” PORTABLE ARC WELDING SETS 
10 FT. SPAN PORTABLE STEEL GANTRY 
LIFTING TACKLE UP TO 2 TONS. SHEAR LEGS 
LATHE TOOLS AND MACHINE PARTS 
ENGINEERS’ SMALL TOOLS, B.O.C. WELDING & CUTTING EQUIPMENT 
HAND WINCHES, PORTABLE ELECTRIC DRILLS 
MICROMETERS, ENGINEERS’ SPIRIT LEVELS 
STOCK OF STEEL FLATS, ANGLES AND TUBES 
OFFICE FURNITURE AND EQUIPMENT 
“AUSTIN” 5-TON LORRY 


Catalogues (when ready) may be obtained of: 
Messrs. HENRY BUTCHER & CO., Auctioneers, Valuers and Surveyors of Factories, Plant and Equipment, 73 Chancery 
Lane, London, W.C.2. Telephone: HOLborn 8411 (eight lines) 


2-WAY * 
INTERCOMS A Punched Card Job? 


REPRODUCING AND 
INTERPRETING, ETC. 
21-Column Powers-Samas 
40- ” ” ” 
Install your own system with our ready-to-use 2-way Inter- 80- 9 Hollerith 
com Kit. For £15 we supply: Two telephones as illustrated, 80- IL.B.M 
100 ft. G.P.O. specification cable and an Ever Ready battery ” ia 
to power the system for 18 months. Perfect operation on * 
— up 1,000 cable for 2d. per 
t. Nothing for you to do but connect four wires to screw 4 : . 
of for A rap id and economical service, 
t years. We also offer the usual range of multi-button ° . 
equipment. We install these systems and give you free main- with hundr eds of satisfied users 


tenance. Prices average £15 per point, inclusive of cable, 


accessories, labour and the instruments. Full details from: AJ AX CALCULATING SERVICE LTD 


D.J.P. TELEPHONES iver 9 BOW LANE, LONDON EC4 
156 CAMDEN HIGH STREET Ring Ci Immediate Service 
LONDON, N.W.1 CFH/9A/1 
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xVi 
| 
| 
| 
“4 
| 
| 
| 
E 
| 
| 
| 
| 
| 
| 
\ 
| 
3 


Emphasis is thus laid on sources of 
capital, and any attempt to express the 
return on “capital employed,” as so 
computed, is obviously of value only to 
the suppliers of that capital. This has been 
aptly referred to by Mr. J. A. Scott* as 
the shareholders’ or investors’ external 
measurement of the effective use of 
resources. 

Apart from the foregoing application 
it may be necessary to assess a figure of 
“capital employed” for the following 
purposes: 

(a) for profit planning on the basis of 

a desired profit on capital employed, 

_and internal evaluation of the effi- 
ciency of the use of capital; 

(5) for inter-firm comparisons; 

(c) for valuation of goodwill as a 

preliminary step to the valuation of 

the business as a whole. 

(d) for Government control or price 

investigations. 

The above classification may perhaps 
lead to a certain degree of overlapping 
in the discussion which follows, but is 
nevertheless a convenient method of 
approach to a consideration of the con- 
stituent elements of “capital employed.” 


(a) Profit planning and internal 
evaluation of the efficiency 
of the use of capital. 


In its recent publication Business 
Efficiency—The Contribution Which the 
Accountant Can Make, The Institute of 
Chartered Accountants in England and 
Wales made reference to three common 
uses of the profit/capital employed ratio: 

(i) as a check on the operating 
efficiency of the whole business; 

(ii) as an indication ot whether and in 
which direction to develop; 

(iii) as a yardstick by which manage- 
ment can examine itself. 

Two possible methods of computing 
capital employed were suggested, thus: 

(1) to take the total of (a) stocks, (5) 
debtors and (c) fixed assets at cost, 
making no deduction for amounts due 
to trade or other creditors or for depre- 
ciation or obsolescence. (Profits would 
however be computed as a net figure 
after deduction of depreciation and 
obsolescence.) The argument for this 
method of computation is that “the 
provision of capital from whatever 
source is a central service outside the 
responsibility of the operating manage- 
ment.” 

As regards creditors, the further point 
is made, however, that “where local 


* Forecasting and Controllin 
2 the Return on Capita] 
Employed, a paper presented at the Eleventh National 


Conference of the Briti 
November, 1958, tish Institute of Management in 
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managements have full responsibility for 
running their parts of the business, 
including arrangements with suppliers, 
it is preferable to deduct current 
liabilities from current assets to en- 
courage management to ensure that the 
best suppliers’ terms are obtained either 
in credit or discount.” It would seem that 
this question could have been considered 
from the broader viewpoint of whether 
arrangements for the provision of capital 
are or are not the concern of internal 
management, as this question appears to 
be relevant to the decision on whether 
current liabilities should be deducted in 
the computation of capital employed, 
and equally relevant to any discussion 
relating to the inclusion or exclusion of 
surplus cash. 

(2) The second method takes into 
account the desirability of including in 
the computation fixed assets at current 
replacement cost, as distinct from 
historical cost, by applying to the his- 
torical cost of fixed assets, in broad 
group totals, factors based on published 
price indices, on the grounds that “to 
measure a yield on capital without 
taking account of current prices would 
be misleading in many cases, and might 
give rise to undue complacency and a 
false price fixing policy.”” (Depreciation 
would of course be charged on a similar 
statistical basis in arriving at the profits 
figure.) 

Capital employed as computed under 
this second method would therefore 
consist of: 


Fixed assets at depreciated current 
replacement values 

Stocks 

Debtors 

Balance at bank 


Less Trade creditors 


Notes: (i) Presumably stocks would be 
listed at balance sheet values. 
(ii) No specific reference is made 
to the exclusion of investments 
from the computation, but the 
point is listed as giving rise to 
one of the problems. 


It will be observed that under both the 
suggested possible methods of compu- 
tation long-term loans are not deducted 
in assessing capital employed. 

A further contribution to the topic 
under consideration was made by the 
Association of Certified and Corporate 
Accountants in its pamphlet The Planning 
and Measurement of Profit—A Tech- 
nique of Management Accounting, the 
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work of the Technical Research Com- 
mittee, published in November, 1957, in 
which it is suggested that “the principle 
which . . . should be adopted for the 
purpose of setting up a profit target and 
measuring the profits achieved lies in 
the relationship between profits and 
capital employed expressed by means 
of a ratio or percentage.” 

The statement of capital employed 
would comprise: 


£ 
Fixed assets at current values xx 
Investments at a valuation to reflect 
current monetary values .. Xx 
Current assets: 
Stock and work-in-progress 
(adjusted, where necessary, 
to market value) .. ; XX 
Debtors Xx 
Cash XX XX 
XX 
Deduct 
Current liabilities . . xX 
xX 


Certain other views relevant to a dis- 
cussion of the topic in its present con- 
text call for consideration. Thus, in his 
address referred to above, Mr. J. A. 
Scott describes as an extreme version 
capital employed defined as “tangible 
fixed assets at cost, plus current assets 
excluding centrally controlled cash and 
investments (and excluding all deduc- 
tions for liabilities and provisions),”’ but 
adds that “various intermediate versions 
have been suggested” between this 
concept and that of the shareholders or 
investors in relation to equity capital. 

Mr. Roy A. Foulke, in his book 
Practical Financial Statement Analysis 
does not use the expression “capital 
employed”’ in any of the ratios which he 
discusses, but expresses net profits in 
relation to “‘tangible net worth.”’* 


(b) Inter-firm comparisons. 
It will be remembered that in January, 
1955, at the instance of the British 


* Mr. Foulke uses the term “‘net worth” as meaning 
“the amount of funds invested at the risk of a business 
enterprise” and states that the “net worth is a single 
item with that exact caption in a proprietorship or 
partnership,” although sometimes “it is also termed 
proprietorship capital or partners’ capital.” In a 
corporation it would consist of those items equivalent 
to our issued capital plus reserves. Another American 
writer, Mr. J. P. Powelson, in Economic Accounting 

refers the expression net worth on the ground that 
‘it has a single meaning and avoids the necessity of a 
definition every time.” 

It will be remembered, however, that Recommenda- 
tion 18 of the Institute of Chartered Accountants in 
England and Wales states in paragraph 14 that 
“descriptions such as net worth which lend them- 
selves to being misunderstood as tending to suggest 
that a balance sheet purports to be a statement of 
values, or to show the value of the i 
should be avoided.” 
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Institute of Management, a group was 
formed to study the use of accounting 
ratios for making inter-firm compari- 
sons. The report of the group was re- 
produced in ACCOUNTANCY in July, 1956. 

The fundamental ratio considered in 
the report, and referred to as the 
“primary ratio,” was the return on 
capital employed, indicating the effi- 
ciency in the financial sense of the use of 
capital. 

Total capital employed was dis- 
tinguished from capital employed in 
operations, which alone was considered 
to be of relevance to inter-firm compari- 
sons. Ancillary investments would, 
therefore, be excluded from the com- 
putation. 

Furthermore, it was stressed that 
capital employed should, for manage- 
ment use, invariably be represented in 
current monetary terms. 

On this basis, capital employed would 
consist of “net operating assets’’— 
“gross assets, excluding intangibles such 
as goodwill, less current liabilities.”’ It 
was, however, conceded that for prac- 
tical purposes capital employed in 
operations might be regarded simply as 
the total of fixed assets and stocks, 
stores, and work-in-progress, depending 
on the degree of importance attached to 
the employment of capital in “other net 
current assets,” particularly in debts. 

The need to represent capital em- 
ployed in current monetary terms would 
be met by valuing fixed assets at current 
replacement cost—for example, on 
current fire insurance valuations. Stocks, 
stores and work-in-progress would also 
be valued in current terms if strict 
accuracy were to be observed, although 
it was observed that, in general and in 
the short term, differences in age of 
stock would not matter for inter-firm 
comparisons, provided there was no 
material element of fixed assets in the 
valuation of stock. 

A further important point emerging 
in the report concerned differences of 
opinion on the deduction of deprecia- 
tion, a point also referred to by the 
Institute of Chartered Accountants in 
England and Wales in Business Efficiency. 
It appears that for most purposes the 
group considered that deduction of 
depreciation, the amount of which is 
largely a matter of policy, would tend 
to vitiate inter-firm comparisons, and 
could even cause misconceptions in 
comparisons within individual firms, 
but that in any event fixed assets should 
be clearly defined and methods of 
valuation clearly stated. 

The comparative costs scheme spon- 
sored by the Furniture Development 
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Council includes amongst significant 
top management ratios the ratio of 
net profit/loss to real capital and the 
ratio of turnover to real capital. 

“Real capital employed,” for the 
purposes of the scheme, comprises: 


Fixed assets (at insurable values) .. Xx 
Stock in trade and work-in-progress 
(at cost or market price whichever 
is lower) .. 
Debtors and prepayments (less 
specific “‘reserve’’ for bad debts) xx 
Cash at bank and in hand (for 
normal trading requirements) 


Less: 
Creditors, accruals and provisions xx 


Notes: (i) The item “accruals and pro- 
visions”’ includes tax liability plus 
current “provisions’’ applicable 
to profits earned. 

(ii) Bank overdrafts would be 
ignored in the computation. 


(c) Valuation of goodwill as a 
preliminary step to the valu- 
ation of the business as a 


whole. 


If goodwill is to be valued on a 
“super-profits”’ basis it will of course be 
necessary to calculate capital employed 
in order to express a fair return thereon. 
For this purpose capital employed would 
be “net capital employed in trading 
operations,”’ namely: 


£ 
Total assets employed in trading 
operations (revalued where re- 
valuation applicable), excluding 
intangibles and ancillary invest- 
Less: 
Liabilities (other than long-term 
liabilities) 
XX 


The figure of computed goodwill and 
the ancillary investments would then be 
added to the net capital employed in 
trading Operations to arrive at the total 
value of the undertaking. 

Alternatively, if the business is to be 
valued on the capitalisation of earnings 
basis, and the value of goodwill is thus 
treated as a residual, it will still be 
necessary to compute net capital em- 
ployed in trading operations (or net 
tangible assets) on the basis just 
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indicated. The figure of capitalised earn- 
ings less the net tangible assets is then 
equivalent to the goodwill. 

It should be emphasised that we are 
here concerned merely with “capital 
employed” and not the return thereon, 
and, further, that the figure of capital 
employed is required for the specific 
purpose of placing a value on goodwill 
or on the business as a whole. It would 
obviously not be correct to attempt to 
express a rate of return on the total 
value of the business arrived at on the 
basis of capitalisation of earnings, as to 
do so would simply produce a rate which 
is in fact the original rate of capitalisa- 
tion. 

The capitalisation of earnings basis is 
justified by the argument that capital, as 
embodied in specific physical assets, 
must be considered in relation to the 
future income which those assets are 
expected to produce, but it would seem 
that the practical application of this 
concept is restricted to problems of 
business valuation. 


(d) Government control and 

price investigation. 
In the various reports of the Monopolies 
Commission (previously of the Mono- 
polies and Restrictive Practices Com- 
mission) profits are assessed on two 
distinct bases—as a percentage of sales 
and as a return on capital employed. 
There has been no attempt in the later 
reports to define “‘capital employed” in 
any detail, although it is clear from the 
earlier reports that capital is taken to be 
fixed assets and current assets used in 
the business, less current liabilities and 
provisions. 

In all instances the Commission has 
stated the basis on which it has valued 
fixed assets—invariably the historical 
cost basis, the validity of which has 
usually been disputed by the industrial 
organisations concerned. The Commis- 
sion maintained in its last report, on the 
supply of chemical fertilisers (see 
ACCOUNTANCY, March, 1960, pages 
131-2), that the method of calculating 
capital on the basis of historical cost was 
the only one which afforded a compari- 
son with industry in general. 

The Commission has refused to accept 
the contention that capital should in- 
clude an amount to cover such items as 
investments in government securities, 
local authority loans and cash on 
deposit at the bank. It regards these 
amounts as surplus to current require- 
ments, and not as capital employed in 
production and distribution (report on 
the supply of linoleum). 
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NEW BURROUGHS F-5000 FIRST 
FULLY AUTOMATIC ACCOUNTING 
MACHINE WITH DUAL PRINTING 


Burroughs’ new Series F.5000 offers the advan- 
tages of fully automatic accounting combined 
with two printing heads that provide twice the 
printing productivity ! This machine is the only 
fully automatic accounting machine specific- 
ally designed to handle all accounting jobs 
requiring simultaneous, original print on two 
or more records. The F'.5000 is equally effective 
on accounting jobs that call for single-head 
printing, because the printing heads can be used 
inéividually as well as simultaneously, thus 
reducing carriage movement. And yet, the 


F.5000 is so simple to operate that anyclerk can 
learn its operations in a few minutes and 
become expert within a few hours. 

This new machine is just one more example of 
howBurroughs’continuingresearchprogramme 
and world-wide manufacturing facilities make 
it possible for Burroughs to offer machines that 
meet the individual requirements of businesses 
everywhere. For complete information contact 
your nearest Burroughs office or Burroughs 
Adding Machine Limited, Avon House, 356/366 
Oxford Street, London W.1. Tel. Hyde Park 9861. 


seE Burroughs FIRST 


At the Business Efficiency Exhibition - Birmingham - Stand 90 
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all add up to a 


*VERSATILE *DIRECT SUBTRACTION *DIRECT SUBTOTALS *DIRECT 
TOTAL *MULTIPLICATION KEY *NON-ADDING KEY *LARGE VISIBLE 


TYPE *DETACHABLE OPERATING HANDLE 


*PORTABLE In addition to the simpler functions of an Adding Machine, the petite and light-weight 
*‘Quick’’ completely solves the problem of the travelling Accountant, Auditor or Stocktaker. 
Easily slipped into the normal-sized brief-case, the elimination of arduous figure work for this 


category of Professional Man is now an accomplished fact. Actual weight 8 Ibs. 


*RELIABLE The handsome ivory all-metal casing, rubber cushioned base and precision engineering 


assembly give the assurance of lasting performance. 


“*QUICK” HAS THE AMAZING TOTALLING CAPACITY OF £999,999.19.11d. 


Decimal models available. 


All enquiries to: T.S. (OFFICE EQUIPMENT) LIMITED 


140-148, BOROUGH HIGH STREET - LONDON : S.E.I. 


HOP 3191 


RETAIL PRICE 


£45 


THE IDEAL COMBINED REGISTER FOR 
SMALL COMPANIES! 
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TOLLIT & HARVEY Lid. 


DIRECTORS: MORTGAGE 


MINUTES SUMMAR 


In addition to the 
usual sections (8 in 
all) it is complete with 
12 Attractive Share 
Certificates. Well 
bound with stiff board 
covers with each sec- 
tion divided with a 
lettered buckram tab. 


Price 35/9 plus 
6/- Purchase Tax 


Company Stationers & Registration Agents 
62 and 63 Cheapside, London EC2 
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Capital employed for E.P.T. 
Although no longer topical, it is useful 
to consider briefly the Excess Profits 
Tax rules in relation to capital employed. 

It will be remembered that the 
significance of capital employed in this 
connection was in establishing standard 
profits with which to compare the profits 
of the chargeable accounting period. 
What had to be computed was the 
average capital employed in the charge- 
able accounting period and, frequently, 
in a standard period also. The average 
capital employed in a period was ob- 
tained from the opening capital by 
weighting the changes which had taken 
place during the period. 

The computation of capital employed 
was approached via the liabilities side of 
the balance sheet, as under: 


Proprietors’ capital (including 
borrowed money, where the 
chargeable accounting period 
ended after March 31, 1940) XXX 
Add 

Reserves and profit and 
loss account credit balance 
Depreciation written off 


| 


Less 
Investments (except for 
banks, building societies, 
and the like) 
Wear and tear allowances 
for E.P.T. purposes 
Profit and loss account 
debit balance 


| x 


Capital employed at date of 
balance sheet Fa XXX 


Notes: 

(1) Fixed assets are valued at cost, less 
wear and tear allowances and obso- 
lescence allowance. 

(2) Other assets are valued at cost 
(debts at nominal value), less any 
allowed deductions for income tax 


purposes. 
(3) Moneys not required for the purposes 
of the trade are excluded from 
capital employed. 
(4) The proportion of current income 
tax from January 1 to the end of the 
period would be treated as a liability. 


Special problems in capital computations 
Certain special problems of general 
application are now considered. For a 
more detailed treatment the reader is 
referred to “Monopoly Investigations 
and the Rate of Return on Capital 
Employed” (Economic Journal, Decem- 
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ber, 1952, pages 790-8) by A. Silberston 
and D. Solomons. 


(1) Investments 

The argument for exclusion of invest- 
ments from capital employed is based 
on the need to divorce the operating 
activities from the investment function. 
The exclusion is an obvious necessity in 
inter-firm comparisons where the rele- 
vant figure is that of capital employed 
in operations. 

It would seem that marketable securi- 
ties should always be considered in 
relation to cash resources, and if it is 
contended that cash be included only to 
the extent of normal trading require- 
ments, then it follows that marketable 
securities should be excluded. 


(2) Borrowed Money 

In most of the views examined long-term 
loans are regarded as part of the capital, 
and not as liabilities to be deducted in 
arriving at net assets. This treatment 
seems perfectly justifiable in inter-firm 
comparisons, which would otherwise be 
vitiated where one concern has a sub- 
stantial amount of loan capital and 
another concern has little or no such 
loan capital. 

However, when it is sought to estab- 
lish a rate of return on risk capital only 
then loan capital must manifestly be 
excluded from total capital employed. 

It might of course be argued, as in the 
first method outlined in the Institute 
publication Business Efficiency (see 
above) that no deduction be made from 
total assets for amounts due to trade or 
other creditors, on the grounds that a 
concern is operating to some extent on 
the credit provided by suppliers. 


(3) Valuation of Assets 
It is not proposed to enter the field of 
controversy over the “historical’’ as 
opposed to the “replacement” cost 
approach to the presentation of profit 
statements. However, it is suggested 
that comparative figures of return on 
capital employed will be of very limited 
value unless fixed assets and deprecia- 
tion on those assets and, if strict 
accuracy is to be observed, stocks also, 
are expressed in current monetary terms. 
Further, since the salient point is the 
effectiveness of the utilisation of em- 
ployed assets, it would seem that if 
assets have become completely redun- 
dant, possibly as a result of a change in 
the nature of the business, the inclusion 
of such assets in capital employed would 
only be misleading. A similar argument 
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applies to capital sunk in some project 
which has had to be abandoned. 


CONCLUSION 
It seems that if the term “‘capital’’ is 
used without qualification, it cannot be 
regarded as synonymous with the ex- 
pression “capital employed,” to which 
a much broader meaning has been 
attached. 

Except in the very restricted applica- 
tion to shareholders’ interests measured 
with a view to determining the return on 
contributed capital or equity, as the case 
may be, the problem of attempting to 
assess the capital employed in an under- 
taking is approached, in general, from 
the aspect of net assets. Furthermore, in 
most of the views examined in this 
article or at any rate those concerned 
with business efficiency, the suggestion 
is that net assets be expressed in current 
monetary terms, and that no deduction 
be made for debentures and other 
long-term loans in arriving at the net 
assets figure. 

It appears, therefore, that the accep- 
tance of this concept of “capital em- 
ployed”’ goes some considerable way to 
narrowing the gap between the approach 
of the accountant and that of the 
economist, although it must be remem- 
bered that the accountancy concept 
must always be dependent on the 
necessity for quantitative measurement, 
whereas this is not necessarily so with 
the economist’s concept. 


ACCOUNTANCY-- 
CONCESSIONARY RATE 


Articled clerks of the Institute of 
Chartered Accountants’ in 
England and Wales may receive 
ACCOUNTANCY for 15s. a year, 
postage included, instead of the 
normal subscription of twice 
that amount. Articled clerks and 
(during qualifying service) other 
students of the Society are also 
entitled to subscribe at the 
concessionary rate. 

Those eligible are invited to 
subscribe for one year as from 
any issue. A form of application 
may be obtained from the offices 
of the Institute. 
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Taxation 


The Budget 


—Income Tax, Profits Tax and Estate Duty 


THE BUDGET BRINGS to accountants chiefly fresh headaches 
in what are bound to be complicated proposals designed 
to diminish the avoidance of tax by legal means. 

The standard rate of income tax remains unchanged 
and the surtax rates for 1960/61 are to be fixed in the next 
Finance Act—in accordance with the practice that it is 
only where there is a change in the standard rate of tax 
that the surtax rates for the same year are fixed in the 
Finance Bill of that year. 


Reliefs 

The reliefs are very limited, being an increase of the 
dependent relative allowance and the allowance for 
housekeeper (or person looking after children) from £60 
to £75 and a new allowance of £40 for a widow or widower 
who has a child or children eligible for child allowance 
and who has no resident housekeeper—this new allow- 
ance will also be available to single persons who obtain 
allowances for children of whom they have the custody 
and who if they had a housekeeper would be entitled to 
relief for her. 

There is to be a corresponding increase in the dependent 
relative’s maximum income from £195 to £210 (with 
marginal decreases in the allowance where the relative’s 
income exceeds £135). 

Post-war credits are to be repaid to persons who have 
been receiving sickness benefit or industrial injury benefit 
for a continuous period of twenty-six weeks ending after 
April 4, 1960; those who have been registered as unem- 
ployed for a similar period; persons who are receiving 
either a war or industrial injury disablement allowance 
on the basis of a 100 per cent. assessment; and all widows 
who are entitled to post-war credits in their own right. 
Payments should begin on June 13, 1960. 

Statutory effect is to be given to an existing practice 
under which, in accordance with international agreement, 
tax reliefs are granted to members of N.A.T.O. forces 
from other countries who are serving in the United 
Kingdom in respect of income arising overseas. There is 
also to be an amendment to remove what, without any 
further explanation, the Chancellor called a “small 
anomaly in the provisions of the Finance Act, 1956, 
regarding retirement annuities of the self-employed and 
others.” Unit trusts are to be given the same relief in 
respect of management expenses as are given to invest- 
ment trust companies. They will, however, be liable to 
profits tax, but most will gain because their income is 
almost entirely franked investment income. 

The provisions regarding pre-war provisions for tax-free 


annuities, etc., contained in Section 486, Income Tax 
Act, 1952, are to be amended so that payments falling 
to be made in 1960/61 or any subsequent year of assess- 
ment will be reduced to a fraction, the numerator of 
which is the difference between 20s. in the £ and the 
standard rate for the year and the denominator is 14s. 6d. 
in the £; this arrangement will seem to simplify the cum- 
brous existing legislation. 


New Impositions 

Voluntary payments at the end of employment and 
payments of compensation for loss of office (excluding 
reasonable lump sums in the nature of superannuation 
benefit, payments arising from physical injury, certain 
payments by government or local authorities, and 
redundancy payments of limited amount) are to be taxed. 

In a trade or profession which has been assessed on a 
cash basis, certain classes of receipts attributable to the 
carrying on of the trade or profession which arise after it 
has ceased are to be taxed. This provision counters the 
position that arose in cases like that of the late Peter 
Cheyney and the late Leslie Howard. 

In reply to a question whether the provision would 
cover lawyers, the Chancellor of the Exchequer said: 
“It is a different kind of case, as I think the right hon. 
gentleman will realise when he sees it in the Clauses of 
the Finance Bill.” 

For 1960/61 onwards, relief under Section 341, Income 
Tax Act, 1952, is to be available only if the business is 
carried on on a commercial basis and with a reasonable 
expectation of profit. The same test will have to be satis- 
fied before allowances under Section 314 and subvention 
payments under Section 20, Finance Act, 1953, may be 
set against general income for 1960/61 onwards. This 
change meets inter alia the agitation which has arisen in 
recent years regarding what are commonly called 
“hobby” farmers. 

Section 142 is to be repealed, chiefly on the grounds 
that under the rules of that Section a loss in the first year 
of trading can give rise to relief in three years of assess- 
ment for the same loss. Moreover, the scope of Section 
142 has been largely diminished by Section 15 of the 
Finance Act, 1953, which permits a Section 341 claim to 
be made in the year following a loss if relief has not been 
obtained in the year of loss. 


Anti-Avoidance Provisions 
There is to be a general provision against avoidance of 
tax by transactions in stocks, shares and securities. 
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An Excellent Investment! 


WHEN YOU’RE DEALING with such delicate and complicated 
matters as income tax problems you can’t afford to take any 
chances; expert advice is essential. That is why SIMON’S 
INCOME TAX is so important, because it is the work of experts 
in every branch of the subject. Under Lord Simon’s guidance, 
the work was prepared by an experienced team of eminent 
lawyers, accountants and officials from the Inland Revenue 
Department, so that the law and practice are covered from 
every point of view. Everything is very clearly explained and 
illustrated by practical accountancy examples. 


This is a book which speaks with the voice of authority, in 
clear understandable terms, free from jargon and vague gene- 
ralisations. It is a sound investment, particularly as the regular 
Service keeps it up to date by taking account of all develop- 
ments such as judicial decisions, changes in practice and new 
legislation. Special importance is attached to keeping sub- 

_ scribers fully informed of Budget changes without delay. The 
text of the new Finance Bill will be in subscribers’ hands, com- 
plete with annotations, within a few days of the official publi- 
cation date, while the text of the relevant portions of the Finance 
Act, fully annotated and indexed, will be issued in booklet form 
only two or three weeks after Royal Assent. This is all just part 
of the SIMON Service! 


SIMON is a work which is so useful that, as a writer in 
ACCOUNTANCY once said, “Any office without a copy is 
unfurnished.” 


Five Volumes, including Index 
Price £15 15s. net, per set; by post 8s. extra 
Service £3 3s. annually 


Butterworths 
88 Kingsway, London, W.C.2 
Showroom: I1I—I12 Bell Yard, Temple Bar, W.C.2 
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Established 1807 


FULLER, HORSEY, SONS & CASSELL 


INDUSTRIAL AUCTIONEERS AND VALUERS 


@ Plant and machinery valued for balance sheets, amalgamations, 
new issues, estate duty, fire insurances, etc. 


Auctions anywhere in the British Isles. 


Surveyors and valuers of factories, mills, wharves and warehouses. 


Estate agents for all industrial premises. 
All business conducted from the City of London 
10 LLOYD’S AVENUE, LONDON, E.C.3 


Telephone: ROYal 486! (4 lines) 


for Hire Purchase A/CS 
maintain happy relations 


| between Hirer and Renter 


Tee 


THE REASONS: 
They guarantee accurate records 
Keep payments up to date 
Greatiy reduce labour 

“May we demonstrate these practical Systems 

to you, without obligation to purchase? If so, 


please send a Postcard to the Inventors of 
Duplicate Posting Systems; 


ALFRED GILBERT & SONS, LTD. 
Wolverley Works, The Hyde, London, N.W.9.” 
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Specific measures are to be introduced: 

(a) to provide that where stock is sold to the market 

cum dividend the seller must either produce a dividend 

voucher or account to the Revenue for the appropriate 
tax; 

(b) to impose tax in certain cases where potential 

trading or dealing profits are in effect converted into 

non-taxable capital appreciation. 

The decision of the House of Lords in the case of 
Whitworth Park Coal Co. v. C.I.R. ({1959] 3 All E.R. 703) 
was that the Crown was not authorised to deduct tax 
from certain income payments made to former colliery 
companies under the Coal Industrial Nationalisation 
Acts. Legislation is to be introduced to provide that these 
payments are legally subject to the deduction of income 
tax at source by the Crown. The provisions are to be 
retrospective for all purposes. 

Legislation similar to that now familiar in respect of 
profits tax is to be introduced, laying it down that where 
any transaction in stocks, shares and securities appears 
to have been arranged with the object of securing an 
income tax or surtax advantage, the Commissioners of 
Inland Revenue shall be empowered to give a direction or 
directions in order to nullify the tax advantages that 
would otherwise be gained. The direction might provide 
for making an assessment or denying a claim to repay- 
ment or for the recomputation of tax liabilities to suit the 
demerits of any particular scheme. Bona fide commercial 
transactions not entered into with the object of a tax 
benefit are to be excluded, as are general investments, 
transfers or changes in the portfolio of individuals. There 
will be a right to appeal to the Special Commissioners 
and from them to the Courts. 

There is also to be attacked the device under which the 
persons in control of a company arrange that when it has 
almost completed a project which in the ordinary course 
would lead to a taxable trade profit, the shares in the 
company are sold so that the accrued profit reaches the 
shareholders in the form of capital appreciation. This 
practice has become common in connection with the 
purchase of lands and houses. 

Avoidance of tax has been going on by switching invest- 
ments between financial dealing companies and invest- 
ment holding concerns under the same control. This form 
of avoidance also is being tackled. 


Income Tax Penalties 

It is evident that the review of the penalty provisions has 
been dealt with most expeditiously, as provisions for 
changes in connection with the penalties are to be 
included in the Finance Bill. 


National Insurance 

The introduction of the graduated National Insurance 
scheme creates difficulties with the calculation of 
P.A.Y.E. codings because no one can say in advance what 
graduated contributions a particular employee will pay. 
It has, therefore, been decided to give a flat-rate £15 
allowance for each employee, whether in the graduated 
State pension scheme or contracted out. The allowance 
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will not apply to self-employed and unemployed, who 
will continue to receive the same allowance as they do 
now. Married women electing not to pay minimum or 
flat-rate contributions will be allowed £5. 


Profits Tax 
Profits tax is to be raised from 10 per cent. to 124 per 
cent. with effect from April 1, 1960. 


Estate Duty 


A long awaited and welcome change in connection with 
gifts inter vivos is to be made. Gifts within two years prior 
to the donor’s death are to remain liable to estate duty in 
full but gifts made in the third year before death will 
enjoy a 15 per cent. rebate, gifts made in the fourth year, 
30 per cent., and gifts made in the fifth year before death, 
60 per cent. The cost to the Treasury, £2 million in a full 
year, makes one wonder whether the imposition of duty 
on gifts inter vivos is needed at all. 

A very welcome change, too, is the proposal that in 
controlled companies a valuation of shares under Section 
55, Finance Act, 1940, as amended is not to have regard 
to the break-up value but will be on the going concern 
basis only. It has been suggested that this change will 
result in such companies being valued on the same basis 
as applies where the company is not a controlled com- 
pany. That is not what the Chancellor said and it would 
be surprising to find that the Finance Bill goes so far. 


Estimated Effect 
of Taxation Changes 


1960/61 A fullyear 


£000 
Income Tax— 
Increase in housekeeper allowance to £75 .. — 500 
Increase in dependent relative allowance to 
Allowance for widows and widowers of £40 — 1,500 
Allowance to adult employees for contribu- 
tions to National Insurance we aa Nil 
Income Tax and Profits Tax— 
Allowing management expenses of unit trusts 
and making them liable to profits tax .. Negligible 
Profits Tax— 
Increase in rate to 124 percent. .. + 1,000 
Estate Duty— 
Graduated relief for gifts .. — 1,000 
Customs and Excise— 
Increase in tobacco duty  +39,000 
Reduction in wine duties... —3,750 
Cancelling of playing cards duty .. én —40 
Cancelling of entertainments duty .. “ —6,500 
Other changes .. +70 
+-21,780 


Post-War Credits (“capital”’ item) 
Payment to holders in specified categories .. —9,000 


* Yield in 1961/62 £40,000,000. 
fT Small but no estimate possible. 


tow! 
£000 
—750 
—6,000 
—2,000 
—11,000 
+65,000° 
— 2,000 
-+ 40,000 
—4,000 
—7,000 
t a 
+71,690 
> 
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1959-60 Outturn and 1960-61 Estimates 


(after 1960-61 Budget Changes) 


ABOVE THE LINE 
£ million £ million 
REVENUE | 1959/60 ; 1960/61 | EXPENDITURE , 1959/60 | 1960/61 
Outturn | Estimate Outturn | Estimate 
Inland Revenue: | Interest on Debt .. 640 
4 Income Tax .. | 2,243 2,478 | Sinking Funds 39 | 40 
Surtax -- | 181 | 190 | Northern Ireland .. 80 81 
Death Duties | 226 | 239 | Miscellaneous 8 | 8 
Stamps 97 | 110 
Profits Tax, Excess Profits Tax and Excess | | 
Profits Levy ; a a 262 | 256 | 
Other Inland Revenue Duties wil i} = 
ToTtaL INLAND REVENUE | 3,010 | 3,273 
| 
| | 
Customsand Excise .. .... .. | 2,282 | 2,409 | 
Motor Duties lay | 113. | 
; TotaL TAX REVENUE .. ” in .. | 5,400 | 5,795 | TOTAL CONSOLIDATED FUND SERVICES .. ..| 742 | 769 
Post Office (Net Receipt)... .. | 1,504 | 1,608 
Broadcast Licences... 36 | 39 | Civil (including Tax Collection) -. | 2998 | 3,209 
: Receipts from Sundry Loans .. Po i 34 | 32 Provision for deficit of the British 
Miscellaneous .. 152 110 Transport Commission of 90 
| ToraL Supply... .. | 4,502 4,907 
ToTaL REVENUE 5,630 5,980 ToTaL EXPENDITURE -- | 5,244 5,676 
| 5,630 | 5,980 | 5,630 | 5,980 
BELOW THE LINE 
RECEIPTS PAYMENTS 
Interest outside Budget 243 275 ‘Interest outside Budget .. 275 
Export Guarantees Acts—Repayments ml 6 3 Loans under Export Guarantees Acts .. es 38 35 
Housing receipts from Votes .. | 8 | 8 Post-War Credits .. 64 | 27 
Local Authorities—Repayments | 56 | War Damage in 11 
New Towns—Repayments... 1 | 1 Scottish Special Housing 4 4 
Post Office capital repayments from Votes 10 12 | Armed Forces—Housing 1 5 
: Colonial Development Corporation—Repay- | | Loans for New Towns Development al _— 24 27 
Sugar Board— Post Office capital expenditure .. 4 44 
Repayments (net) .. 2 | 5 Loans to Colonial Development Corporation i} 5 
Nationalised Industries (other than National _ Loans to Colonial Governments 
Coal Board)—Repayments . . 47 | 67 Loans to National Coal Board (net) .. ow 50 
Other repayments ol 6 | 4 | Loans to other Nationalised Industries 482 
| Transport (Railway Finances) Loans as | 85 | _ 
Loans to Iron and Steel Companies... 18 
| Other payments .. eA 2 2 
ToTaAL RECEIPTS .. | 386 | 432 | ToTaL PAYMENTs .. .. | 1,086 | 1,054 
, Net SUM BORROWED OR MET "FROM SURPLUS 700 | 622 
1,086 | | 1,086 1,054 


* The 1959/60 figures have been adjusted to the basis used for the Defence Budget in 1960/61. 
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Should Overheads be 


THE DECISION OF the Court of Appeal in the cases of 
Duple Motor Bodies Ltd. vy. C.1.R., Duple Motor Bodies 
Ltd. v. Ostime (H.M.I.T.), is, in the striking words of 
Harman, L.J., “‘an illustration of the sometimes forgotten 
fact that an English lawsuit is not a moot or a debate, but 
an attempt to arrive at a result on the facts before the 
Court.”’ Their Lordships unanimously upheld the decision 
of Vaisey, J., (though on different grounds) and held that 
for the relevant years the on-cost system of valuing work- 
in-progress was not a correct method for computing the 
profits of the appellant company for the purposes of 
income tax and profits tax. 

An article in ACCOUNTANCY for July/August, 1959, 
(pages 390-1) on the judgment of Vaisey, J., expressed the 
view that it would be a mistake to draw general conclu- 
sions from his judgment. All three members of the Court 
of Appeal (the Master of the Rolls several times) stressed 
that their judgments were in no way a general approba- 
tion of direct cost (overheads not being taken into 
account) in the valuation of work-in-progress or a con- 
demnation of on-cost (an addition being made to direct 
cost for overheads) in the computing of the profits of a 
trade for income tax purposes. As Pearce, L.J., said, it is 
a question of fact in each case to ascertain the true profit. 

The law, however, has provided, in the shape of certain 
decided cases, very broad principles to assist in the 
ascertainment of what are the full profits or gains of a 
trade, within Section 127 of the Income Tax Act, 1952. 
Two important such cases which were cited were C./.R. 
v. Whimster (1925, 12 T.C. 813) and C.LLR. v. Cock 
Russell & Co., Ltd. (1949, 29 T.C. 387). From these two 
decisions Lord Evershed, M.R., formulated the following 
proposition: 

You proceed in this case and in other cases to say: 
What is the normal, proper accounting practice in 
regard to this matter, and does what is normal produce 
a fair result? Or, if there are alternatives, which is 
shown on the facts of the particular case to produce 
the fairer result? 

The Special Commissioners had found that the 
accountancy profession as a whole was satisfied that 
either method of valuation would produce a true figure of 
profit for income tax purposes. The Master of the Rolls 
commented that if either method was proper for arriving 
at profits for general commercial purposes it satisfied the 
general Whimster test, but it still had to be fair in the 
circumstances of a particular case. 

In a particular case an unfair result might well arise. 
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in Work-in-Progress? 


His Lordship said: 


The Crown’s contention—and I gather the Special 
Commissioners in some sense founded themselves 
upon this—was that obviously, if you are asking how 
much it cost to produce something, you should not 
exclude altogether overheads, and it is unrealistic to 
do so. But the conclusion of the passage I have read 
seems to me to be this, that if, as the Commissioners 
say, production is slack, it follows that the proportion 
of overheads attributable to the work-in-progress is 
larger, from which they apparently are led to the 
conclusion that the taxable profits are necessarily 
larger—a proportion which I venture to think is self- 
condemnatory. 


A further difficulty in applying the on-cost method in 
this case was that although the Special Commissioners 
decided in principle in favour of it, they had felt them- 
selves unable to define “factory overheads” —a definition 
essential if the method was to be applied to the facts of 
the case. However, taking certain arbitrary figures 
apparently accepted by the Revenue, an arithmetical 
comparison could be made between the two methods. 
The work-in-progress at the end of the year ended 
March 31, 1951, was £2,000 less in value than at the 
beginning, according to the direct cost method. By the 
on-cost method, however, it was £14,000 more. There 
was no evidence on the number of unfinished motor 
bodies at the beginning and end of the year, but there was 
evidence of a considerable slackening-off of the business 
of the company in the year. In other words, in the 
circumstances of the Duple cases, according to the on- 
cost method, owing to a slackening-off of business a 
greater share of overheads must be applied to work-in- 
progress; therefore the taxable profits of the company 
were greater. This, the Court concluded, was not a fair— 
and therefore not a permissible—method of calculating 
the profits of that trade for those years for tax purposes. 

The Court of Appeal disapproved Vaisey, J.’s, reason- 
ing that it was the directors’ decision that was conclusive 
of the correct method of ascertaining the profits for tax 
purposes. 

It must be borne in mind that the result must in any 
particular case be fair for the Revenue as well as for the 
taxpayer. 

One interesting reason given by the Master of the Rolls 
for refusing to lay down a general principle was that to do 
so would be, in his opinion, to fly in the face of pro- 
fessional opinion in the accountancy profession. 
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It seems, then, that the Duple case is authority only for 
the proposition that neither the on-cost nor the direct 
cost method is of general application in estimating profits 
for tax purposes. 

The Master of the Rolls made some rather tentative 
observations about burden of proof. His remarks were 
directed not to the burden of proof that is upon the 
taxpayer who complains that an assessment is wrong to 
show it to be wrong, but to the burden of proof in the 
sense of adducing evidence. For many years the Crown 
had accepted the direct cost method by the Duple 
company as producing the correct result for tax purposes 
and there had been no relevant change in the general 
circumstances of the company during the material years. 


ACCOUNTANCY APRIL 


1960 


In those circumstances his Lordship thought “that at 
any rate there was some obligation on the Crown to 
show why they have now come to the conclusion that the 
on-cost method should be adopted and the direct cost 
method should be discarded.”’ These remarks refer only 
to the state of facts in one particular case and it would 
be erroneous to treat them as establishing a legal prin- 
ciple applicable in every case—much as accountants 
might like to treat them in that way. 

Their Lordships refused leave to the Revenue to appeal 
to the House of Lords. It seems likely that the Revenue 
will apply to the Appeal Committee for leave, so it may 
be that the legal journey of the Duple cases is not yet 
finished. 


Conflict of D.T.R. 


An important point brought out in this article, and overlooked 

in many published explanations of double taxation relief, is that 

the limit on the aggregate of tax credit for oversea taxand “Section 

201°’ relief is income tax at the standard rate plus surtax at the 
average rate, not the effective rate. 


WHERE AN OVERSEA company (other than an Overseas 
Trade Corporation) pays an Ordinary dividend to a 
United Kingdom (U.K.) resident out of income some of 
which is from sources chargeable to U.K. income tax, 
relief is available under Section 201 of the Income Tax 
Act, 1952. No relief is available on a Preference dividend, 
except on the participating portion of the dividend on a 
Participating Preference share. The fraction of the 
dividend exempted from U.K. income tax (but not 
surtax) is as follows: 


Numerator: the gross amount of the profits of the 
company on which U.K. income tax has been paid 
by deduction or otherwise, less any annual charges 
from which U.K.. income tax was deductible and 
retained on payment. 

Denominator: the amount included in the numerator, 
plus the gross amount of profits on which U.K. 
income tax was not payable, less any annual charge 
from which U.K. income tax was not deductible. 


Mustration 
An oversea company had the following income for 1959/60: from 
U.K. trading, £10,000; from oversea trading, £38,000. Annual 
charges are: U.K. £1,000; oversea £2,000. The Ordinary dividend 
paid is £24,000. 
The Section 201 fraction is, therefore: 
10,000 — 1,000 


(10,000 —1,000) —2,000) 1/5th 


If the dividend is paid through a paying agent, he 
usually gives the relief thus: 


£ 
Gross dividend on X’s holding ch 3,000 
Less income tax at 7s. 9d. in the £ on 4/Sths 930 
Net amount paid 2,070 


If the dividend is paid direct, the relief will be given in 
the Case V, Schedule D, assessment or by repayment. 

Should the Section 201 fraction not be available to the 
paying agent, he must deduct tax on the whole dividend, 
leaving the recipient to reclaim tax in respect of the 
Section 201 relief. 

Where there is also tax credit relief for oversea tax the 
practice of the Inland Revenue apgere to be to give 
relief as follows: 

(a) In computing the taxpayer’s effective rate, the 
Section 201 relief is taken into account. 

(5) The limit on the aggregate of tax credit and 
Section 201 relief is to be income tax at the standard 
rate, plus surtax at the average rate found by 
dividing the surtax payable by the total income. (The 
average rate will therefore usually differ from the 
effective rate.) 

(c) The addition for oversea tax to the income 
actually received is limited to the tax credit—that is, 
any amount not relieved because of the limit on the 
aggregate of the two reliefs is ignored. 
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Industrial and Commercial 
Finance Corporation 
Limited 
provides 


CAPITAL FOR 
BUSINESS 


Share capital and long-period loans on fixed terms 
for small and medium concerns 


Shareholders: The English and Scottish Banks 
The booklet ‘Capital for Business’ will be sent on request 


HEAD OFFICE 
7 Drapers’ Gardens, London, E.C.2 Telephone: National 8621/5 
and branches in Birmingham, Leicester, Manchester, 
Leeds, and in Edinburgh 
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F.694 (27) 


THIS IS THE HOUSE PURCHASE AND HOUSING ACT, 1959 
Designation pursuant to Section 1 
THE CITY OF LONDON BUILDING SOCIETY 
Register No. 95B. (County) London. 


The above-named society is designated for the purposes of section | of the 
YF | House Purchase and Housing Act, 1959, this 16th day of June, 1959. 


Cecil Crabbe. 
@ SHARE DIVIDEND 33% p.a. income Chief Registrar of Friendly 
tax paid by the Society Societies. 
@ Member of the Building Societies 17 North Audley Street, 
Association London W.1. 


@ Assets over £7,500,000 ; 
NOTE The effect of “designation” is to bestow powers on trustees under Section one of the 
7) A personal service established in the City Trustee Act 1925 to invest funds of trusts in his hands on deposit with the Society up to 


of London for nearly a century amounts not exceeding £5,000 for any one trust. 


Write for informative booklet 
* * 
+ THE GITY OF LONDON BUILDING SOGIETY 
* * 
x" (Formerly Fourth City Building Society—Est. 1862 * 
*. 34 LONDON WALL, LONDON, E.C.2. MONarch 2525/6/7 * 


THE SIMPLE NARRATIVE | | in 
ACCOUNTING MACHINE! 


Simplex or Duplex | 
Register Equipment! 


The accountant of today has little time or 


training staff in the working of complicated 
machines—or the wish to install a system 
that demands the exclusive services of any 


one member of his staff. 


a name to ta 


Please address all enquiries to: 

ADLER ACCOUNTING MACHINES (GREAT BRITAIN) LTD. 
Head Office: 140/148 Borough High St., London, S.E.!. 
Telephone: Hop 3191 
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Illustration 


(Note—National Insurance contributions ignored) 
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Surtax 
Effective rate: 


£953. 55 “£179 
“3,630 


1959/60 Oversea dividend... 
Less: Withholding tax at 15 per cent. 60 Standard rate ; . 
£195. 45 
340 Surtax at average rate (see below) z>557 £3,724 
Less: U.K. income tax at 4s. 9d. on hawers of 
gross dividend 76 8 10 
264 It is reported that the oversea effective rate is 8/-. 
as Since the U.K. effective rate is less than the limit of charge, the 
U.K. dividends 730 te ead: 
U.K. earned income 2,500 
Oversea dividend 400 Net oversea dividend 340 
3.630 Gross at 6s. 3d. Tax 154 
Less Reliefs: Earned income 556 
Personal 240 Gross 
Child (over 16 at school) 150 — _ 154 
946 Section 201 relief: 1/Sth x £494 at Ts. 9d. . eo 
2,684 192 5 8 
*wa (The limit (£618 at 7s. 1d. =£218 17s. 6d.) does 
—_—" not apply.) 
as te — rates a . The total income is increased by £494—£400 =£94, to £3,724 and 
oo the income tax liability becomes: 
Less: Section 201 relief: 1/Sth x £400 at 7s. 9d £360 at reduced rates 0 
£2,418 at 7s. 9d. 936 19 6 
£953 il O 1,020 19 6 
Less tax credit and Section 201 relief m2 3.8 
£ 
Surtax: income as above 3,630 828 13 10 
Less personal allowances 250 Surtax (£179 +-£94 at 3s. 6d.) .. 195 9 0 
3,380 1,024 2 10 


Taxation 
Notes 


Profits Tax Dividends—An Important 
Relief 

April 1, 1960, was a most significant 
date for those companies whose 
profits have dictated a dividend 
policy which brought into play the 
provisions of Section 25 (3) and the 
Seventh Schedule to the Finance 
Act, 1958. 

In order to prevent avoidance of 
profits tax by paying decreased 
dividends in respect of chargeable 
accounting periods (C.A.P.) ending 
before April 1, 1958, it was provided 


that if the rate of dividend for any 
such C.A.P. was less than that for the 
standard period, the gross relevant 
distribution (G.R.D.) for that C.A.P. 
was to be increased by an assumed 
dividend computed at the difference 
between the two rates on the paid-up 
share capital at the end of the C.A.P. 
(ignoring any bonus shares issued 
since the end of the standard period). 

The standard period was the last 
accounting period to which divi- 
dends could not be related if declared 
after April 14, 1958, or the latest 
accounting period for which divi- 
dends were finally decided not later 
than that date. 

The notional addition was not to 
exceed such amount as, when added 
to the dividends already included in 
the G.R.D., would amount to three- 


fifths of the profits (before abatement 
and including franked investment 
income). If more than one C.A.P. was 
involved, a dividend at a rate higher 
than the standard rate could be set off 
against one at a lower rate in arriving 
at the amount of the notional addi- 
tion to the G.R.D. 

Regard could also be had to 
exceptional receipts in the standard 
period leading to an exceptional rate 
of dividend, or to other exceptional 
reasons for a high standard rate of 
dividend. 

In all cases, rates of dividend, etc., 
are monthly rates relative to the 
paid-up capital at the end of the 
C.A.P. (excluding bonus issues after 
the end of the standard period). 

The importance of April 1, 1960, is 
that if, for the period from the end of 
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the standard period to that date, both 
the rate of dividend and the rate of 
earnings are lower than those for the 
standard period, relief is available 
so that the profits tax charged under 
the above provisions does not exceed 
what it would have been had the rate 
of dividend for the standard period 
been the rate for the period from the 
end of the standard period to April 1, 
1960, or (if higher) that rate which 
bears to the rate of dividend in the 
standard period the same ratio that 
the rate of earnings of the period 
from the end of the standard period 
to April 1, 1960, bears to the rate of 
earnings for the standard period. 

Care must be taken to apply this 
relief where relevant. 


The Scandal of Death Duties 

The National Union of Manufac- 
turers has published a _ 15-page 
pamphlet under this heading, em- 
phasising the severe impact of estate 
duty on the smaller companies. It 
stresses that, as everyone will 
agree, there is an immediate need for 
a Select Committee of Inquiry, and 
cannot see that such a review would 
call for any complex machinery or for 
lengthy deliberations. The N.U.M. 
is anxious that something should be 
done, while the evidence is being 
examined, to ease the situation in 
which executors have to makea forced 
sale of the assets of a company to pay 


Subscriptions to 
ACCOUNTANCY— 
Schedule E expense 


The Inland Revenue has agreed 
with the Council of the Institute 

‘of Chartered Accountants in 
England and Wales (see AC- 
COUNTANCY, November, 1959, 
page 626) that a member who 
qualifies for relief under Sec- 
tion 16 of the Finance Act, 1958, 
and has his subscription to the 
Institute allowed as a deduction 
under Schedule E, is also 
entitled to have his subscription 
to ACCOUNTANCY allowed as a 
deduction. 
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death duties. Some scheme of pay- 
ment by instalments should be prac- 
ticable and might frequently ease the 
situation. 

A point not mentioned in the 
pamphlet but which is of some im- 
portance is that the legislation based 
on Section 55 of the Finance Act, 
1940, tries to treat controlled com- 
panies in the same way as a business 
owned by individuals. The company 
has the benefit of ploughing back 
profits into the business without 
suffering surtax so long as the pitfalls 
of Section 245, Income Tax Act, 
1952, are avoided, which means that 
under the shelter of company law 
businesses can be developed into 
larger units than they can under 
individual ownership. The result is 
that death duties take a higher toll. 


Tithe Redemption 

The functions of the Tithe Redemp- 
tion Commission have been trans- 
ferred to the Board of Inland Revenue 
with effect from April 1, 1960. On 
that date the Tithe Redemption Com- 
mission was dissolved. Correspon- 
dence on tithe redemption should 
be addressed to: The Controller, 
Tithe Redemption Office, Inland 
Revenue, 33/37 Finsbury Square, 
London, E.C.2. 

Redemption annuities payable 
under the Tithe Acts of 1936 and 
1951 will continue to be payable 
annually on October 1. The address 
to which payment should be made 
will be notified with the next demand 
notices. 


Defence Bonds 

If the holder of 5 per cent. Defence 
Bonds wants to realise them without 
giving the required six months’ 
notice, he is allowed to do so at par 
plus accrued interest less a penalty of 
six months’ interest. The source is 
regarded as having ceased on the date 
the application for repayment is made 
and the income for income tax pur- 
poses is taken to be the net amount of 
interest received in the year of cessa- 
tion after deduction of the penalty. If 
the penalty exceeds the interest 
accrued in the year of cessation, in 
practice the excess may be deducted 


from the interest arising in the pre- 
ceding year. 


Double Taxation—Oversea Dividends 
The Board of Inland Revenue has 
provided two new forms of working 
sheet for the calculation of tax credit 
relief and/or unilateral relief on 
oversea dividends. Form 86 C is for 
use where no refund of oversea tax is 
due from the oversea country and the 
oversea rate quoted includes direct 
tax, and Form 86 D is for use where 
a refund of oversea tax isdue fromthe 
oversea country or where the oversea 
rate excludes direct tax. 

The forms are divided into Sec- 
tions dealing with: 


(i) Calculation of effective rate. 
(In this section there is an am- 
biguous description (F) Total in- 
come for surtax £....... (G) 
on (F) d. 
In fact the surtax is (calculated) on 
the total income /ess the appro- 
priate personal allowances.) 

(ii) Summary of oversea divi- 
dends. 

(iii) Calculation of relief. 

(iv) Calculation of additional 
surtax. 

(v) For official use. 


The forms are in duplicate so that 
carbon copies may be taken. They 
are obtainable from Tax Offices. 

Now that accountants are gener- 
ally expected to make the double 
taxation calculations, these working 
sheets will be welcomed. 


Rebates and Debt Forgiveness 

In the Supreme Court of Canada it 
has been held (one Judge dissenting) 
that where, owing to severe restric- 
tions on credit in Canada, a supplier 
gave to a trader a rebate of $250 on 
each car in stock on a certain date 
and subsequently sold in Canada, the 
rebates were not a forgiveness of a 
debt and formed part of the trader’s 
profit (Oxford Motors v. Minister of 
National Revenue (1959) 18 D.L.R. 
(2d) 712 (distinguishing British Mexi- 
can Petroleum Co. v. C.I.R. (1932) 
16 T.C. 570). Whether a similar deci- 
sion would be reached in the United 
Kingdom remains to be seen. 
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Put your 


the Woolwich 


The Society has been designated by the Registrar of Building 
Societies as one which affords Trustee status on Deposit Accounts 
up to £5,000. 

For all Investors, including Trustees suitably empowered, 
‘Woolwich’ Share Accounts, also, offer security from loss coupled 
with a good Income-tax-paid yield. 

The Society has over 40 Branch Offices and is represented in 
most towns throughout the country. For the nearest Branch 
Office - consult telephone directory. 


WOOLWICH EQUITABLE BUILDING SOCIETY 


CHIEF OFFICE: Equitable House, London, S.E.18. 
Established 1847 Assets exceed £165,000,000 


Member of The Building Societies Association 
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LOST A LETTER? 
The time it wastes—embarrassing too, if, in the end you have 
to write and ask for a copy. Sounds as if you haven’t a filing 


system worth talking about—perhaps you haven’t. 
In which case we suggest you install 


VETRO 


ask your nearest Stationer 
REGISTERED TRADE ™ 


ME SUSPENSION FILING or Printer for our brochure 


“20th Century Filing” or 
contact 


(that’s something really worth PERCY JONES 
talking about). (TFeinlock) LTD 


: 37 CHANCERY LANE, W.C.2 
i Telephone CHAncery 8971 


IF A LOOSE LEAF BUSINESS SYSTEM —THINK OF TWINLOCK 


7 | \ | 
e 
¥ 


Recent 
Tax Cases 


Income Tax 

Employment — Perquisite — Valuation— 

Cost or value in hands of recipient—Gift , 
from employer of new suit of clothes— 

Whether employee taxable on second-hand 

value only of suit—Income Tax Act, 1952, 

Schedule 1X, rule J. 


In Wilkins ». Rogerson (Ch. 1960, 
2 W.L.R. 515) a company decided to 
give its male staff (other than executives) 
the choice of a suit, overcoat or raincoat, 
suitable for business wear and notexceed- 
ing £15 in price, as a Christmas present. 
The clothes were to be provided by a 
named tailor, who was given the names 
of the employees concerned and in- 
structed by the company that the bill 
would be paid by it and that no cash 
payment either way could be made 
between £15 and the actual cost of the 
clothes in a particular case. No con- 
dition was imposed requiring an em- 
ployee to make a refund to the company 
if he left its employment before the suit 
or other article was worn out, nor was 
an employee expressly forbidden to sell 
the clothing provided, though the 
employers would have been displeased 
had any attempt to do so been made. 
The respondent chose and received a 
suit costing £14 15s., and this sum was 
included in an assessment under Sched- 
ule E made on him for the year 1955/56 
as part of the perquisites or profits 
arising from his employment. He 
appealed to the Special Commissioners, 
who held that the amount to be included 
in the assessment was not £14 15s., but 
the value of the suit in his hands on the 
footing that he could immediately have 
sold it only as second-hand: this value 
was agreed at £5. The Crown appealed. 

Danckwerts, J., said that the decision 
of the Special Commissioners was per- 
fectly correct. Reliance had been placed 
by the Inland Revenue on such cases as 
Nicholl y. Austin. (1935, 19 T.C. 531), 
where a director had been asked by his 
company to continue to reside at the 
house which he occupied in order to 
increase the prestige of the company, 
and the company had discharged a 
number of outgoings in respect of the 
house. There the director had been 
assessed on the actual amount expended 
by the company on his behalf. In such 
cases it was not possible to measure 
the value of what the employee received 
except by taking the amount of the pay- 
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ment which had been made for the 
purpose of conferring the advantage, 
but: 

when you have got a case where you can 

see that the employee has received some- 

thing, and that that something is in his 
hands as a result of the transaction which 
has been carried out, then . . . the amount 
of the profit which the employee has 
received, the emolument in question, is 
the value of what he has got . . . (and) the 
observation of Lord M’Naghten in 

Tennant v. Smith (3 T.C. 161) is applicable 

to the present case; that is to say, . . . the 

employee is to be taxed “not on what 

saves his pocket, but on what goes into 

his pocket.” 
The Commissioners had (rightly) based 
their decision upon such cases as Weight 
v. Salmon (1935, 19 T.C. 174) and Ede 
v. Wilson and Cornwall (1945, 26 T.C. 
381), where the employee was taxed on 
the value of that which he had received. 
In the present case the benefit which the 
taxpayer obtained was the (second-hand) 
value of the suit in his hands, which he 
received as a result of the generosity of 
the company which employed him. 

His Lordship said that if the respon- 
dent had been told to go to the named 
tailor and order the suit and pay for it, 
and had been promised that the com- 
pany would then reimburse him the 
amount which he had paid, the benefit 
he would have obtained would have been 
the amount paid by the company to him 
as reimbursement of his expenditure. 
It was quite true that a different result 
was produced according to the way in 
which the transaction was carried out, 
“but certainly, having regard to one’s 
tax experience,” nothing was more 
common than to find such a situation. 
In the circumstances of the case, the 
amount to be added to the respondent’s 
taxable income for Schedule E was the 
sum of £5, and the Crown’s appeal 
would be dismissed. 


Income Tax 

Profits — Company managing holiday 
scheme for industry—Holiday credits 
obtained by stamping cards—Stamps 
provided by company on receipt of money 
from industrial employers — Proceeds 
invested—Interest on investments—Pay- 
ments made to employees when holidays 
taken — Administrative charges — 
Whether company carrying on a trade. 


In Building and Civil Engineering 
Holiday Scheme Management, Ltd. ». 
Clark (53 R. & I.T. 141) the appellant 
company was incorporated in 1942 asa 
company limited by guarantee to 
provide holidays with pay for employees 
in the building and civil engineering 
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contracting industries. The memoran- 
dum of association provided that the 
company was not to trade for profit and 
that its income and profits, whenceso- 
ever derived, were to be applied solely 
towards the promotion of its objects. 
The company operated the scheme by 
supplying the employer with a card and 
stamps for each employee in exchange 
for a payment to cover the face value of 
the stamps. The value of the stamps 
between 1942 and 1960 rose from Is. 6d. 
to 5s. 6d. and the employer stamped 
each employee’s card with one of these 
stamps weekly. The money received by 
the company for the stamps was placed 
in a separate bank account and then 
invested at interest. When an employee 
went on holiday he was paid his holiday 
credit by the employer, who claimed 
repayment from the company, but in 
certain cases the employee obtained his 
holiday credit direct from the company. 

The scheme provided for the deduc- 
tion by the company of an administra- 
tive charge of 6d. for each card which, 
together with interest on investments, 
bank interest and other small items 
formed the revenue of the administra- 
tion account of the company. In 1947 
the scheme was extended to cover the 
four public annual holidays and an 
additional administrative charge of 
3d. for each card was made. Neverthe- 
less, an analysis of the administration 
account for the period from November, 
1942, to March, 1955, showed that in 
these thirteen years there had been a 
credit balance in only three years and a 
deficit in ten years. The total deficit at 
March 31, 1955, after payment of 
£628,736 income tax on investment 
income, was shown as £286,017. Against 
this deficit, claims made on the company 
for reimbursement of holiday credits 
by employers, together with claims met 
by the company for repayment directly 
to employees between April and October 
in each year (the recognised holiday 
period) had never equalled the amounts 
received by the company from em- 
ployers when they applied for stamps, 
and in 1960 this difference amounted to 
£16,000. The company appealed against 
assessments to income tax made on it as 
a trade association under Case I of 
Schedule D for the years 1945/46 to 
1948/49 inclusive, in the sum of £1,000 
for each year. 

The Special Commissioners found as 
a fact that the company had not been 
incorporated and did not conduct its 
affairs with the object of seeking profits, 
but in their opinion that was not a 
factor of overwhelming weight and it 
could not be said in the present case, as 
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it had been in C.J.R. v. Eccentric Club, 
Ltd. (1924) 1 K.B. 390, that the “‘facts 
are such as to negative both the aim and 
the prospect of gain.”’ The core of 
activities carried on by the company 
consisted in the sale of stamps, invest- 
ment of the proceeds and the subsequent 
honouring of stamps duly presented. 
The day-to-day transactions were 
organised in a way one would expect to 
find in a commercial undertaking and 
the fact that stamps worth £16,000 had 
been sold which the company would 
never be called on to honour showed that 
an overall surplus was possible. Accord- 
ingly, they found (and so far as it might 
be a matter of law they held) that the 
company carried on a trade the profits 
of which were chargeable to income tax. 

Danckwerts, J., held that, having 
regard to all the facts found by the 
Commissioners, their conclusion was 
plainly wrong. While it could not be 
said that the company was prohibited 
from trading for profit, as was so in 
the Eccentric Club case, if the company 
had acquired profits they would have 
had to be applied solely to the objects 
of the company. It was not seeking a 
profit, its whole object being to run its 
schemes so as to balance receipts and 
liabilities; it was not dealing in stamps, 
which were used merely as tokens for 
the purpose of keeping track of the 
moneys which the employers had to set 
aside for the payment of the employees’ 
holidays; and it was not carrying on a 
trade of any other kind. The investment 
of the proceeds of the sale of stamps was 
merely incidental to prudent manage- 
ment, which required that money should 
be kept in hand to meet the payments- 
out which subsequently had to be made. 

While this is a case factually unlike 
any previous one, the reason for the 
Court’s decision was the familiar one 
that the Commissioners’ conclusion 
could not reasonably be drawn from the 


primary facts. 


Income Tax 

Profits—“*Annual publicity allowances” 
—Agreement tying garage to one petrol 
company—Payments made under agree- 
ment— Whether payments of a capital or 
revenue nature—Income Tax Act, 1952, 
Schedule D, Case I. 


The case of McLaren v. Needham 
(Ch. 1960, 53 R. & LT. 174) may 
usefully be compared with C.I.R. v. 
Coia (1959), 52 R. & I.T. 519 (which it 
applied), and with Evans v. Wheatley 
(1958), 38 T.C. 216 (which it distin- 
guished). The respondent taxpayer, who 
carried on business at two garages and 
petrol filling stations, agreed to become 
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the agent of Shell-Mex and B.P. Ltd., 
and to sell only their own or their 
associated companies’ brands of motor 
spirit. In return, the company agreed to 
pay the taxpayer in respect of duly 
approved estimates and/or receipts 
during the first five years of the agree- 
ment an annual publicity allowance not 
exceeding £200 a year for one station 
and not exceeding £110 a year for the 
other, towards (i) the cost of redecorating 
in the standard colours of the company 
such parts of the taxpayer’s premises as 
could be considered ancillary to the sale 
of its products, (ii) the cost of certain 
advertisements in the Press and on the 
screen, and (iii) such other items of 
expenditure as might be mutually 
agreed between the taxpayer and the 
company. During the negotiations be- 
tween the parties it was agreed that all 
the payments made by the company 
could be applied in respect of one petrol 
station only. 

The agreement was not expressly 
related to gallonage of petrol sold, as 
the sale of branded petrol was not 
resumed until two years later, but the 
company was informed of the taxpayer’s 
approximate sales of pool petrol. 
Between September 30, 1951, and Octo- 
ber 30, 1953, the taxpayer received by 
way of “publicity allowances” the sum 
of £1,220 3s. 10d. made up as follows: 
repainting premises, £72 3s.; colour 
matches, £4; tissues, blotters and rulers, 
£10 19s. 6d.; new canopy at service 
station, £794; swagging, £5; erection of 
garage office, £108 12s. 11d.; installation 
of lighting to new canopy, £160 12s. 3d.; 
dial light bowl, £1 5s. 1d.; balance of 
entitlement, £63 11s. 1d. Each of these 
items of expenditure was approved by 
the company before being incurred by 
the taxpayer. The General Commis- 
sioners held that the several receipts 
were in the nature of capital receipts, 
and the Crown appealed. 

Danckwerts, J., said that the case 
turned entirely on the provisions of the 
particular agreements in the case. It had 
since been accepted on behalf of the 
taxpayer that the payments in respect 
of items (i) and (ii) were revenue 
receipts, and that left the three large 
items of £794, £108 12s. 11d. and £160 
12s. 3d., which, in his Lordship’s opinion, 
were clearly capital payments. The 
amount of the payment to the taxpayer 
had not been a fixed and definite annual 
sum. It had been only a publicity allow- 
ance—whatever that meant—not ex- 
ceeding £200 per annum in the case of 
the one petrol statios ~~“ might have 
been less if it had nc wiihin the 
provisions agreed ur. 4.cording to 


the findings of the Commissioners, each 
item of expenditure had been approved 
by the company before it had been 
incurred by the taxpayer. Therefore, it 
was a fair inference that each of the 
capital items of expenditure had been 
made by the taxpayer with the agree- 
ment of the company so as to bring it 
within head (iii) of the agreement. 


- Payments under head (iii) were received 


for a particular purpose and could only 
be expended for that purpose; they 
partook of the nature of payments 
which had been held in C.J.R. v. Coia 
not to be taxable. The payments had not 
only been expended for capital purposes 
but had also been received under the 
agreement by the taxpayer for capital 
purposes. It was true that if the agree- 
ment had been drawn so as to provide 
for rebates in regard to the price of the 
petrol supplied a different result might 
have followed, but in cases of tax 
liability everything turned on the precise 
terms of the agreement which regulated 
the actual transaction under review. The 
present case was governed by the prin- 
ciple applied in C.J.R. v. Coia, and 
therefore the appeal failed except as 
regards the small items which it had 
been agreed were of a revenue nature. 

It is thus becoming increasingly clear 
in what manner payments under 
“exclusivity” agreements should be 
made if they are to escape tax in the 
hands of the recipient. 


Income Tax 

Deductions from income—Capital ex- 
penditure—Succession to trade of licensee 
of hotel—Expenditure on renewal of 
furnishings during first year—Whether 
expenditure capital—Income Tax Act, 
1952, Section 137—Finance Act, 1953, 
Section 19. 

The cost of acquiring, improving, 
replacing or destroying a fixed asset is 
inadmissible as a deduction under 
Section 137 of the Income Tax Act, 
1952, except where an allowance is 
specifically granted by statute; but the 
cost of repairing an asset, exclusive of 
improvement, and of replacing part of 
an asset is an admissible deduction. The 
cost of repairs allowable is that applic- 
able to the use of an asset by a trader in. 
his business, and therefore expenditure 
for current repairs is disallowable in so 
far as it relates to a predecessor’s use 
(see Law Shipping Co. Ltd. v. C.I.R., 
1924, 12 T.C. 621). The argument used 
is that in all probability the cost of the 
arrears of repairs will have been taken 
into consideration in fixing the price, 
and therefore the expenditure should be 
disallowed as being of a capital nature 
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On the same principle it was decided in 
Jackson v. Laskers Home Furnishers 
Ltd., 1956, 37 T.C. 69, that where 
accumulated repairs were undertaken in 
return for a reduced rent no allowance 
was due for the cost of the repairs. A 
similar rule applies to the replacement of 
parts of an asset where there is a change 
in the ownership of a business to which 
Section 19 of the Finance Act, 1953, 
applies. 

In Bidwell ». Gardiner (Ch. 1960, 
53 R. & I.T. 158) the taxpayer succeeded 
to the trade of licensee of a hotel 
previously carried on by the outgoing 
tenant, who received from the taxpayer 
on the takeover of the business the sum 
of £1,134 as the value of trade fittings 
and stock-in-trade. During his first year 
as licensee of the hotel the taxpayer 
spent £168 14s. 3d. on the replacement of 
curtains, carpets and rugs, linoleum, 
matting and bed pillows for the purposes 
of his trade. None of the expenditure 
incurred was in respect of rooms occu- 
pied by the taxpayer and his family. The 
same expenditure, if incurred by the 
previous licensee on the replacement of 
furnishings, would have been an allow- 
able deduction in computing his profits 
if he had remained in the business and 
had incurred such expenditure at the 
same time as the taxpayer. Also, having 
regard to the practice of the Inland 
Revenue and the comparatively small 
sums involved, it is probable, if the 
furnishings which were replaced had 
been used for a longer period in the 
taxpayer’s business before being re- 
newed, that the same expenditure might 
have been allowed to the taxpayer. The 
General Commissioners, however, held 
that the sum in question contained an 
element of capital expenditure and that 
accordingly the whole of it was not 
properly deductible. On the basis of 
that decision it was agreed between the 
taxpayer and the Crown that the pro- 
portion of the total sum which was to be 
treated as capital expenditure should be 
£100. The Commissioners determined 
the assessments accordingly and the 
taxpayer appealed. 

Danckwerts, J., said that, on behalf 
of the taxpayer, some reliance had been 
placed on Section 137 of the Act of 
1952, but, as his Lordship had pointed 
out in Jackson v. Laskers Home 
Furnishers Ltd., Section 137 merely 
contained “a list of several things” 
which were not to be regarded as allow- 
able deductions, and the question to be 
determined on the appeal depended to a 
large extent on the application of the 
principle that capital expenditure was not 
allowable as a deduction. Under the 
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provisions of Section 19 of the Finance 
Act, 1953, the taxpayer had to be 
treated as if he had started a new trade 
in regard to the amount of the profits or 
gains from such trade on which tax was 
chargeable, and that involved a con- 
sideration of the amount of any deduc- 
tions which were properly to be made in 
respect of those profits. The observa- 
tions made in C./.R. v. Patrick Thomson 
Ltd. (in liquidation), C.1.R. v. J. and R. 
Allen Ltd. (in liquidation), C.I.R. v. 
Pettigrew and Stephens Ltd., 1956, 37 
T.C. 145 (which were also relied on by 
the taxpayer), to the effect that the 
provisions of Section 19 of the Act of 
1953 were not necessarily applicable in 
every case, were made in very different 
circumstances and were largely incon- 
sistent with what had been said in the 
House of Lords in United Steel Com- 
panies Ltd. v. Cullington [1940] A.C. 
812, where it was held that a new com- 
pany, formed to take over the businesses 
previously carried on by two old com- 
panies, was not entitled to any allow- 
ance for the wear and tear carried 
forward in respect of the old companies. 
The finding of the General Commis- 
sioners that the expenditure in question 
contained a capital element was a finding 
of fact which could not be disturbed, 
since, on the authorities and the provi- 
sions of Section 19 of the Act of 1953, 
they had been justified in coming to their 
conclusion. The appeal would accord- 
ingly be dismissed. 


Income Tax 

Loss claim—Certificate from General 
Commissioners—No notice to Inland 
Revenue of hearing—Whether hearing 
competent—Whether certificate valid— 
Court of Exchequer (Scotland) Act, 1856, 
Sections 2, 3, 4, 12—17 (inclusive), 48, 
49—Customs and Inland Revenue Act, 
1890, Section 23—Income Tax Act, 1918, 
Section 34—Finance Act, 1923, Section 
30 (3)}—Finance Act, 1937, Section 13— 
Income Tax Act, 1952, Sections 341, 
527 (1)—Finance Act, 1953, Section 15 
(4). 

The case of C.1.R. ». Hood Barrs 
(Court of Session, 1959, T.R. 373) 
raised a number of unusual points. At a 
meeting of the General Commissioners 
held on November 28, 1958, the 
respondent appealed against assessments 
under Case I of Schedule D for 1947/48 
to 1950/51 in respect of his business as a 
timber merchant, and produced accounts 
showing a loss in each of the four ac- 
counting periods ended March 31, 1951, 
amounting in total to £4,221. The 
Commissioners discharged the assess- 
ments and the respondent applied 
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orally for relief under Section 34 of the 
Income Tax Act, 1918, as amended by 
Section 30 (3) of the Finance Act, 1923, 
and Section 13 of the Finance Act, 1937, 
in respect of the loss, but at the request 
of the parties consideration of the claim 
was postponed. On February 20, 1959, 
the General Commissioners held a meet- 
ing and issued four certificates certifying 
losses amounting in all to £34,384, and 
that the respondent was entitled under 
Section 341 of the Income Tax Act, 1952 
[sic], to repayment of tax on the several 
certificates amounting to £14,348 13s. 8d. 
The appellants were not represented at 
this meeting and they did not receive a 
copy of any application for relief, nor a 
copy of any computation of the loss, 
other than a computation for 1947/48 
which had been sent to them in January, 
1958. It was, however, neither alleged 
nor admitted that the respondent had 
communicated with the General Com- 
missioners or received a hearing from 
them after the meeting in November, 
1958. 

On March 11, 1959, the respondent 
sent the four certificates to the Com- 
missioners of Inland Revenue with a 
request for payment but the Com- 
missioners, without paying the certified 
amounts, appealed to the Court of 
Session under Section 17 of the Court of 
Exchequer (Scotland) Act, 1856, to have 
the certificates quashed and set aside. 
The main object of the Act of 1856 was 
to transfer to the Court of Session the 
jurisdiction then vested in the Court of 
Exchequer. Section 17 of this Act 
authorised an appeal where, at the date 
of the passing of the Act, a writ of 
habeas corpus or a writ of certiorari 
might have competently issued in the 
Court of Exchequer. The appellants 
contended that the certificates plainly 
showed error in law in stating that the 
General Commissioners acted after 
notice given under Section 341 of the 
Income Tax Act, 1952, and that the 
respondent was entitled to repayment 
under that Section, since the pro- 
visions of the Act of 1952 do not apply 
to years of assessment prior to 1951/52 
(see Section 527 (1) of that Act). Further- 
more the Commissioners acted contrary 
to natural justice in certifying losses 
amounting to £34,384, since in Novem- 
ber, 1958, the respondent had stated 
that his losses totalled £4,221. The 
respondent contended that (i) the appeal 
was misconceived in that, at the date of 
the passing of the Act of 1856, a writ of 
certiorari could not have competently 
issued from the former Court of 
Exchequer because relief for losses was 
first authorised by Section 23 of the 
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Customs and Inland Revenue Act, 1890, 
(ii) the act of the Commissioners in 
giving the certificates was an executive 
act which did not involve the exercise of 
any judicial function and, therefore, a 
writ of certiorari could again not have 
competently issued, and (iii) error in 
law was not sufficient to warrant the 
quashing of the certificates. 

The Lord Ordinary (Lord Walker) 
said that the fact that relief for trade 
losses was not authorised until after the 
passing of the Act of 1856 was im- 
material since, had the Court of 
Exchequer continued to possess the 
jurisdiction which was transferred to 
the Court of Session, a writ of certiorari 
might have issued from it. On the 
question whether the granting of the 
certificates was a purely executive act, 
his Lordship said that applications 
for certificates relating to 1953/54 and 
subsequent years were admittedly 
judicial proceedings from which there 
was an appeal by stated case (see 
Section 15 (4) of the Finance Act, 1953). 
Prior to that Act the General Com- 
missioners had no power to state a case 
because applications for relief were not 
appeals against assessments (Bruce v. 
Burton, 1901, 4 T.C. 399), but he was 
unable to adopt the suggestion put 
forward by the respondent that prior to 
1953/54 such applications were not 
judicial proceedings: the character of 
the proceedings before the General 
Commissioners must be determined 
solely by reference to the statutory 
provisions which governed their com- 
petence. Section 30 (3) of the Finance 
Act, 1923, provided that a person who 
sustained a loss in trade and intended to 
apply to the General Commissioners for 
an adjustment of his tax liability must 
give notice in writing to the surveyor. 
That requirement was crucial and before 
the Commissioners could consider the 
application they must be satisfied that 
the notice had been given. There were 
then two parties with an interest in the 
proceedings, the applicant and the 
surveyor, and it seemed to his Lordship 
necessarily to follow that the duty of the 
General Commissioners was to judge 
fairly between those parties. Therefore, 
the statutory proceedings were intended 
to be of a judicial nature, and, as they 
affected the Revenue, a writ of certiorari 
might have competently issued out of 
the Court of Exchequer. 

His Lordship rejected the respondent’s 
contention that error in law was not 
relevant and sufficient to enable the 
Commissioners’ certificates to be 
quashed; but as the certificates in the 
present case disclosed no error of law 
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(there was in fact an error of law on the 
face of each certificate but the appellants 
did not move the Court to quash them 
on that account) they could not be 
quashed, even though certain directives 
used by the General Commissioners 
might contain errors in law. However, 
that left entirely unexplained how the 
General Commissioncs in February, 
1959, fixed at £34,384 the loss which in 
November, 1958, the respondent had 


stated at £4,221. Before the General 


Commissioners could enter upon con- 
sideration of such an increase in loss, 
justice required them to give the appel- 
lants fair notice of what new matter had 
arisen and an opportunity of stating 
objections. The General Commissioners 
failed to do so, and their failure 
amounted to a departure from the 
fundamental principles of justice. Ac- 
cordingly, the certificates would be 
quashed and set aside. 

It may be interesting to compare this 
case with R. v. St. George Commissioners 
(ex p. Hood Barrs) (1947, 27 T.C. 506) 
which also relates to certificates given by 
the General Commissioners and pro- 
cedure in the High Court. 


Income Tax 

Deduction at source—Failure of payer to 
deduct tax—Whether recipient of pay- 
ment chargeable—Rent—Schedule D— 
Long lease—Statutory duty of tenant to 
deduct tax—Payment of rents without 
deduction—Whether landlord properly 
assessed to tax—Customs and Inland 
Revenue Act, 1888, Section 24 (3)— 
Finance Act, 1927, Section 26—Income 
Tax Act, 1952, Sections 36, 38, 148, 
169 (1) (3), 170 (1) (2), 177 CZ) (2). 


The case of Grosvenor Place Estates, 
Ltd. ». Roberts (Ch. 1960, 2 W.L.R. 531) 
raises an interesting point, though not 
one which is entirely new. The National 
Coal Board, as tenants of premises under 
a “long lease” within Section 177 of the 
Income Tax Act, 1952, made to the 
appellant company payments of rent 
chargeable to tax in accordance with 
Section 177 under Case VI of Schedule 
D to the Act, and subject to deduction 
of tax under either Section 169 or 
Section 170 of that Act “‘as if (they) were 
a royalty or other sum paid in respect of 
the user of a patent.’ The rents in 
question were not paid out of profits or 
gains of the National Coal Board 
brought into charge to tax and so fell 
under the provisions of Section 170 
rather than Section 169. Sub-section (2) 
of Section 170 reads as follows: 

Where any such payment as aforesaid is 

made by or through any person, that 

person shall forthwith deliver to the 


Commissioners of Inland Revenue, for 
the use of the Special Commissioners, an 
account of the payment, or of so much 
thereof as is not made out of profits or 
gains brought into charge, and of the tax 
deducted out of the payment or out of 
that part thereof, and the Special Com- 
missioners shall assess and charge the 
payment for which an account is so 
delivered on that person. 
For some reason or other no tax was 
deducted from the payments of rent 
for the six quarters from June 25, 1955, 
to September 29, 1956, inclusive. The 
Inland Revenue was informed of the 
payments made but the National Coal 
Board did not, so far as appears, deliver 
any account, and no assessment was 
made on the Board as the payer of the 
rents. Instead, an assessment was made 
on the company as recipient of the rents. 
On an appeal to the Special Com- 
missioners the company contended that 
(i) the person by or through whom the 
payment was made was under a man- 
datory obligation to deduct the tax, (ii) 
there was a mandatory requirement to 
render an account, and (iii) it was 
mandatory that the (assessing) Special 
Commissioners should assess and charge 
the payment “for which an account is 
so delivered” on that person. The only 
provision for assessment was one on the 
person who paid, and if the person who 
paid did not deduct the tax, he still had 
to pay the tax. The Special Com- 
missioners, however, confirmed the 
assessment on the view that they were 
bound by the decision in Glamorgan 
Quarter Sessions v. Wilson [1910] 
1 K.B. 725. There, Bray, J., said of 
Section 24 (3) of the Customs and 
Inland Revenue Act, 1888 (a predecessor 
of Section 170 of the Act of 1952): 


Section 24 (3) . . . simply gives the Crown 
a remedy against the person paying as well 
as against the person receiving the 
interest. It is an additional remedy; and 
where, as in this case, the person paying 
the interest has not deducted the income 
tax and the persons receiving it have 
received it in full without any deduction, 
I have no doubt that these latter per- 
sons... in this case, the Quarter Sessions, 
are chargeable and have been properly 
assessed. 


In the High Court Danckwerts, J., 
said that the argument put forward on 
behalf of the appellant company ap- 
pealed to him but he was required by 
authority to take a different view. Many 
years after Section 24 (3) of the Act of 
1888 was enacted, a defect in the law 
was discovered from the point of view 
of the Revenue. In the case of a company 
which went into liquidation tax under 
the Section was merely a debt due to Her 
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accounting, expenditure control and costing; in 
fact, it will help you wherever you need accurate 
accounting and statistical information quickly. 

The equipment can be delivered promptly; it 
occupies very little space; it is easy to install, 
and simple and very inexpensive to operate. You 
may find that the basic punched card machines— 
Auto Punch, Sorter, and Tabulator—will meet 
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your present needs. But ifat any time the volume 
and complexity of your work grows, other ma- 
chines in the range—Summary, Reproducing, and 
Electronic Multiplying Punches; Interpolators 
and Interpreters—are there to ensure easy, rapid 
and economic expansion. 


Write to us at I'C’T 


We have over half a century of data processing 
experience behind us—and this is at your service. 
We will be glad to discuss your problems with you, 
and make a survey for you, without obligation, to 
see where a 40-column punched card system 
could help your business. 


I'C-T manufacture 21-, 40-, 80- and 160-column 
punched card equipment, as well as small and 
medium-size computers operated by punched cards, 
punched paper tape, or magnetic tape. 


International Computers and Tabulators Limited 


149 Park Lane, London W1. Telephone: HYDe Park 8080 
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Already, thousands and thousands of 
Chalional Accounting Machine users 
such as these are right up-to-date — 
all set for prosperity:— 


HAWKER AIRCRAFT LTD ¢ ESSO PETROLEUM CO LTD 

PERCY JONES (TWINLOCK) LTD « MEREDITH & DREW LTD 
W. MELHUISH & ASSOCIATED COY’S LTD « RENTOKIL LTD 
CARTERS TESTED SEEDS LTD « TANNOY PRODUCTS LTD 
BRITISH OXYGEN RESEARCH & DEVELOPMENT LTD 

SIEMENS EDISON SWAN LTD « DANISH BACON CO LTD 
BRITISH INSULATED CALLENDER’S CABLES LTD 

RONSON PRODUCTS LTD « ED. SHARP & SONS LTD 

VENNER LTD ¢ STANDARD TELEPHONE & CABLES LTD 
BRITISH AMERICAN TOBACCO CO LTD « CHIESMANS LTD 
VIDOR LTD * BOWATERS U.K. PULP & PAPER MILLS LTD 
POLYTECHNIC TOURING ASSOCIATION LTD * GALLAHER LTD 
UNILEVER LTD ¢ THE DE HAVILLAND AIRCRAFT CO LTD 

A. C. DELCO (GENERAL MOTORS) LTD « SAUNDERS ROE LTD 
REUTERS LTD « P & O STEAM NAVIGATION CO 

W. T. HENLEY’S TELEGRAPH WORKS CO LTD « PETTERS LTD 
GYPROC PRODUCTS LTD ¢ ELLIOTT BROS. (LONDON) LTD 
KELLOGG INTERNATIONAL CORPORATION * RAEL BROOK LTD 
MARKS & SPENCER LTD « MACONOCHIE FOODS LTD 

C. C. WAKEFIELD & CO LTD (CASTROL) *« MAPLE & CO LTD 
CABLE & WIRELESS CO LTD « COURAGE & BARCLAY LTD 

J. I. THORNYCROFT LTD ¢ THE GENERAL ELECTRIC CO LTD 
METRO-GOLDWYN-MAYER PICTURES LTD « V. P. WINES LTD 
RONEO-NEOPOST LTD « DUNLOP RUBBER CO LTD 

B.S.A. LTD « BROOKE BOND & CO LTD « A. E. REED & CO LTD 
UNITED RUM MERCHANTS LTD *« BAYER PRODUCTS LTD 
SWIFT & SWALLOW LTD « COW AND GATE LTD 

VAL DE TRAVERS ASPHALT CO LTD « J. LYONS & CO LTD 
BRAND & CO LTD ¢ BRITISH ALUMINIUM CO LTD 

T. W. W. LTD (TELEVISION WALES & THE WEST) 


LARGE, MEDIUM OR SMALL? — Size makes no dif- 
ference. National’s unequalled range of machines provides 
the world’s widest choice of made-to-measure systems for 
businesses of every size and kind. 


WITH EXPANSION AHEAD, 

NOW IS THE TIME TO ACT. 

Now is the time to invite your near-at-hand 
NCR Systems Specialist to call on you. 
Confidential, explanatory talks, system surveys 
and the submission of proposals imply 
absolutely no obligation— financial or otherwise. 


a With or without automatic tape or card-punching facility 


Just write or 'phone (Accounting Machine Division) 
The National Cash Register Company Ltd - 206-216 Marylebone Road - London NW1 - Telephone: PAD 7070 


MALO 


Majesty and not an assessed tax; con- 
sequently it had none of the advantages 
of assessed taxes under the Companies 
Acts and the Bankruptcy Act. To 
remedy this defect Section 26 of the 
Finance Act, 1927, was passed, with the 
result that the law was the same as it 
now is under Section 170 of the Act of 
1952. The effect of the change, however, 
was not to increase the ambit of the tax, 
but merely to improve the machinery of 
collection. This was made clear by 
Finlay, J., in Rye and Eyre (1935, 19 
T.C. 164), while in Stokes v. Bennett 
[1953] 2 All E.R. 313—a case decided 
after the Finance Act, 1927—-Upjohn, 
J., said obiter that the recipient of the 
payment was liable to be directly 
assessed. Sections 169 and 170 of the 
Act of 1952 were administrative pro- 
visions, not charging provisions, and 
under Section 148 
Tax under Schedule D shall be charged 
on and paid by the persons receiving or 
entitled to the income in respect of which 
tax under that Schedule is in this Act 
directed to be charged. 


Consequently, in the complicated and 
difficult situation which had emerged, 
he thought he was bound to apply the 
decision of Bray, J., in Glamorgan 
Quarter Sessions v. Wilson (although it 
was given before the Act of 1927) and to 
follow the observations of and the view 
which was reached by Upjohn, J., in 
Stokes v. Bennett. In the result, therefore, 
he held that the assessments were 
properly made on the appellant com- 
pany. But his Lordship had this 
criticism to make: 
. .. it seems to me that primarily the duty 
of the Special Commissioners was to 
make an assessment on the National Coal 
Board and not on the company . . . it was 
no reason for saying that they should 
refrain from assessing the persons who 
paid by virtue of the fact that the payees 
received their rents without any deduc- 
tion of tax . . . it is not the duty of the 
Special Commissioners to try to assess 
the moral liability of people who are 
concerned with tax, but to carry out the 
provisions of the Acts which direct them 
to do something or not to do something, 
and that therefore primarily, quite plainly 
according to the provisions of Section 
170 (2), an assessment ought to have been 
made on the National Coal Board. 


These observations seem to bear out 
what is said in the note on Section 148 
in Current Law Income Tax Acts Service, 
Volume I, 3-148: 
This Section only applies where less 
general provisions prescribing other 
methods of charging do not. Much tax on 
income within Schedule D is collected by 
deduction at source. 


ACCOUNTANCY APRIL 1960 


Tax Cases— 
Advance Notes 


Court oF APPEAL (Lord Evershed, M.R., 
Pearce and Harman, L.JJ.) Henry 
Briggs, Son & Co. Ltd. »y. C.I.R. March 
11, 1960. 

Their Lordships unanimously dis- 
missed the taxpayer’s appeal from the 
decision of Upjohn, J. (see ACCOUN- 
TANCY for September, 1959, page 483). 
Their Lordships decided that the 
functions of the subsidiary company did 
not consist wholly or mainly in the 
holding of property so that the holding 
of that property should be deemed to be 
a business carried on by that company 
within Section 19 (4) of the Finance 
Act, 1937. Leave to appeal to the House 
of Lords was refused. 


Trustees of the Tollemache Estate vy. 
Coughtrie (H.M.I.T.). March 24, 1960. 

Their Lordships (who had reserved 
their decision) unanimously allowed this 
appeal by the Crown from the decision 
of Upjohn, J. (see ACCOUNTANCY for 
July/August 1959, page 403). Their 
Lordships decided that Section 175 of 
the Income Tax Act, 1952, required that 
the excess rents assessment should be 
made year by year on the basis of the 
actual receipts (subject to certain 
deductions). 


Mitchell & Edon (H.M.I.T.) ». Ross, 
etc. March 24, 1960. © 

Their Lordships (who had reserved 
their decision) unanimously allowed 
these appeals by the taxpayers from the 
decision of Upjohn, J. (see ACCOUN- 
TANCY for November, 1959, page 
611-12). Their Lordships decided that 
the profits from the doctors’ hospital ap- 
pointments were to be assessed under 
Schedule E but that they might deduct 
in their computation of profits assessable 
under Schedule D, Case II, sums wholly 
and exclusively expended for their single 
professions as consultants, even though 
referable to their hospital work and 
even though not allowable as deductions 
from their Schedule E liability. Leave to 
appeal to the House of Lords was 
granted, in the words of the Master of 
the Rolls, “with such show of reluc- 
tance as I can transmit to you.” 


Hood Barrs vy. C.I.R. March 23, 1960. 
Their Lordships unanimously dis- 
missed this appeal by the taxpayer from 
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the decision of Upjohn, J. (see accouNn- 
TANCY for July/August, 1959, pages 
405-6). Their Lordships upheld assess- 
ments to surtax, made upon him for the 
relevant years in respect of dividends 
from 180,000 shares which he had 
alleged were beneficially owned by his 
daughters. Leave to appeal to the 
House of Lords was refused. 


Duple Motor Bodies Ltd. C.1L.R. 
Duple Motor Bodies Ltd. ». Ostime 
(H.M.1.T.). March 18, 1960. 

See pages 225-6 for an article on the 
decision. 


CHANCERY Division (Danckwerts, J.) 
C.LR. »v. Muriel. March 25, 1960. 

The executrix claimed, firstly, that 
estate duty was not payable in respect 
of certain property comprised in the 
deceased’s estate. The deceased and her 
husband had made wills on the same 
day in similar terms. The husband 
predeceased the deceased. The execu- 
trix claimed that though prima facie the 
deceased took the relevant property 
absolutely under the husband’s will, the 
property was exempt from estate duty 
under Section 5 (2), Finance Act, 1894, as 
amended by Section 14, Finance Act, 
1914 for the following reason. Either 
the wills were mutual wills giving rise 
to a construction limiting the deceased’s 
interest to a life interest or a contract 
had been made between the deceased and 
her husband which created a trust pre- 
venting the deceased from disposing of 
it during her life. 

The learned Judge held that the 
deceased was competent to dispose. 

The deceased and her husband had 
lived in Italy in hotels from 1916 to 
1940. They then went to France and 
returned to England in 1942, living in 
hotels until 1944 when the deceased had 
a stroke, since which time they lived, 
mainly in nursing homes, in England. 
Her husband died in 1949 and she died, 
never having left England, in 1953. The 
executrix claimed exemption in respect 
of certain securities in the deceased’s 
estate, under Section 47, Finance (No. 
2) Act, 1915, and Section 22 (1) (d), 
Finance (No. 2) Act, 1931. The deceased 
was domiciled in Italy at her death and 
to claim the exemption she needed also 
not to be ordinarily resident in the 
United Kingdom at the date of her 
death. 

The learned Judge held that the 
deceased was ordinarily resident in 
England at her death. 

His Lordship accordingly gave judg- 
ment in favour of the Commissioners of 
Inland Revenue. 
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The Month in the City 


Markets Weaken Further 

Following the considerable fall in values 
in February, especially in industrial 
Ordinary shares, the market was rela- 
tively steady during March. The fall, 
however, continued in most sections, 
although improvements are to be 
recorded in oil and rubber shares and 
some others. The decline in fixed interest 
stocks accelerated and more than caught 
up with the continuing decline in the 
Funds. In industrials the first few days 
brought a fall of 124 points, but by the 
end of the month it had been made 
good. The weakest section was Kaffirs; 
there had already been disappointment 
at the reduced dividends and there 
followed heavy selling on the riots and 
the Union Government’s reaction to 
them. The net decline in March was 
double that in February; in the two 
months it amounted to some 20 per 
cent. There is little doubt that the virtual 
stability of industrial Ordinary shares on 
balance and the continued slow sagging 
of fixed interest stocks arises from a 
growing realisation that there is a 
shortage of long-term capital on a world- 
wide scale, suggesting that the ’sixties 
will be a period of relatively high long- 
term interest rates. Further, the first half 
of the month was passed under theeffects 
of a growing realisation of the corollary 
that governments are powerless to 
prevent a fall in the value of their 
securities. In consequence, markets have 
been quiet and rather depressed, despite 
good news about industrial production 
and a long string of excellent results 
from industrial companies, including 
many of the giants. However, adverse 
factors were the rise in imports and in 
the unfavourable balance of payments— 
factors that were not offset by the in- 
crease in the gold and convertible curren- 
cy reserves during March. Despite some 
efforts to read a bullish tone into the 
Economic Survey, fears about what the 
Budget might produce were perhaps the 
determining factor in the latter part of 
the month. The actual price changes are 
reflected in the following falls in the 
indices of the Financial Times between 
February 29 and March 31: Govern- 
ment securities from 82.76 to 82.17; 
fixed interest from 92.96 to 91.13; 
industrial Ordinary from 321.5 to 321.2; 


and gold shares from 81.9 to 70.6. At 
the end of the month the margin between 
the percentage yield of Old Consols and 
that of the Ordinary shares contained in 
the index had risen from 1.26 to 1.29 
(in favour of Consols) after being 1.35 on 
March 22. There were many small issues 
announced during the month of which 
Lex Garages and Pringle of Scotland 
attracted large over-subscriptions. 


Interesting Mergers 


There were several announcements 
during the month concerning takeover 
bids and mergers. While both Fisons and 
Electric and Musical Industries decided 
to withdraw their offers to take over 
British Drug Houses and Henry Simon 
respectively, and the offer of Purnell and 
Son for Waterlow did not seem to be 
making good progress, a number of 
arrangements were concluded without 
any resistance. The first announcement 
was of a working agreement between 
Airwork and Hunting Clan, constituting 
a fair step towards the concentration of 
the private air lines of the country. The 
second was the absorption of the Crosby 
Unit Trust by Bank and Insurance, 
already the largest group of unit trusts. 
The new addition is the only trust in the 
group to include an extensive industrial 
Ordinary share portfolio. The third 
linking-up is that of Samuel Montagu, 
bankers and bullion brokers, with Wood 
Hall Trust, an industrial holding com- 
pany, connected with David Sandeman 
of port wine fame, with the merchant 
banking firm of Hart Son & Company and 
with Davis Estates. There was also a 
building society fusion—namely, of 
the Leek and Moorlands and the Nalgo 
building societies. The fusion permits 
the joint concern to qualify for trustee 
status. 


Undesirable Form of Takeover 

Among the fusions projected during the 
month was one between Waddington, 
printers and playing card makers, and 
Valentine and Sons, printers and greeting 
card makers. There is no offer to share- 
holders: it is proposed that 1,600,000 
Ordinary shares of 2s. in Valentine be 
exchanged for 160,000 “A” Ordinary in 


Waddington and an equal amount of 
“B” Ordinary, carrying no voting rights. 
The effect would be that Waddington 
would hold 50 per cent. of the Valentine 
equity and voting rights, while Valentine 
would obtain rather over 16 per cent. of 
the Waddington equiiy and votes. It 
happens that neither of these issues can 
be effected without an increase in the 
authorised capital of each company and 
it is only by withholding permission for 
the increase that the existing equity- 
holders can exercise any say in their 
future fate. Further, the arrangement 
looks very like an avoidance of the 
intention of the Companies Act which 
lays down that a subsidiary company 
may not hold shares in its own parent 
but technically there is indeed no objec- 
tion to the proposal so long as the law 
remains as it is. Leaving the desirability 
of the method on one side—the more 
usual practice of forming a holding 
company to take over both concerns 
would be preferable—the shareholders 
in both companies require more infor- 
mation on future policy and prospects 
than has so far been forthcoming. 
Certainly Waddington have a better 
record than Valentine and on market 
prices and past record the terms offered 
seem reasonable enough; on the other 
hand, if the scheme goes through there is 
little doubt that the present Valentine 
shareholders will lose control entirely. 


Helping the Investor 

There were two developments last 
month connected with efforts to help 
the investor. The first was negative in 
that Mr. Percy Browne’s Bill (see our 
last issue, pages 133-4) failed to get a 
second reading, but the Commons were 
given an assurance by the Government 
that every effort would be make to get 
through during the coming session an 
official Bill designed to protect investors. 
The second development was the circu- 
lation by the London Stock Exchange to 
over 8,000 secondary and grammar 
schools of charts and notes drawn up to 
instruct boys and girls in the work of the 
market and how it might affect them. 


Answers to “Electronic Poser for Pythagoras” 
(See page 207) 


A ladder of 40 feet with a garage of 9 feet 
reaches 38.23 feet up the wall. An alternative 
solution is 11.77 feet; this solution may be 
obtained by rotating the diagram clockwise 
through 90°. With a 9 foot garage, a 25 foot 
ladder is too short to reach the wall, and 
produces a negative value at instruction 
No. 14. 

A 35 foot ladder with a 12 foot garage 
reaches 28 or 21 feet up the wall. 
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A boiler is designed to sup- 
ply pure steam at a given pres- 
sure and temperature. But if 
the water used for the pur- 
pose contains an excessive 
amount of undissolved solids, 
harmful gases or salts, ser- 
ious trouble may develop, and 
everything be up with the 
boiler. The results — delayed 
production, extra costs and 
loss of profits could be dis- 
astrous. 


Vulcan know 


The prevention of scale formation and corro- 
sion in a steam raising plant depends upon the 
correct treatment of the water. And the expert 
who knows all about that—as about so many 
other things—is the Vulcan Engineer Surveyor. 

Industrial accidents need never happen if he 
regularly inspects machinery—your machinery. 
The inspection and protection of boilers and 
cranes, lifts and hoists is what Vulcan provide. 
It is a specialist's job. Vulcan are the special- 
ists. That's why insurance brokers know that 
safety first is Vulcan first. 


Vulcan are specialists 


May we send you FREE ‘Vulcan’—a 
journal for all users of plant and mach- 
inery, with reports of accidents and 
safety hints. Write to Dept. 81. 


THE VULCAN BOILER 


& GENERAL INSURANCE CO. LTD. 
67 KING STREET, MANCHESTER 2 
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Oth Edition 


TAXATION 
MANUAL 


Income Tax and 


Surtax 
LAW AND PRACTICE 


A completely revised edition 
written by barristers and 
experts of wide experience 
Edited by 
PERCY F. HUGHES 
Gummed amendment slips are sent te 
all purchasers as occasion arises, noting 
changes in law and practice 


PRICE 29/- NET 


ORDER FORM 
TO TAXATION PUBLISHING COMPANY LIMITED 
98 Park Street, London, W1 * MAYfair 7888 


Please supply copies of the NINTH EDITION 
of the ‘TAXATION’ MANUAL at 26s 6d post free. 


Name and Address 
[sLocx 


Date 1960 
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Neville Industrial Securities Ltd. 


Neville Developments Ltd. 


Provide a complete service for the Public Flotation of Companies. 


‘ 
Financial arrangements can also be made with Owners of Companies too small or 
not suitable for flotation with a view to the alleviation of their Sur-tax and Death 
Duty problems. 


For the information of investors a Quarterly List giving particulars of all companies sponsored 
is available on application. 


Reville House, 4246 Bagley Road, Edgbaston, Birmingham, 16 
Telephone: Edgbaston 5431-2-3-4 
Telegrams: Trusnevil Birmingham 


THE 
“COMING MAN’S” POLICY 


Whole Life Assurance with options to convert 
to an Endowment Assurance after five years. 


PROVIDES THE YOUNG MAN WITH MAXIMUM LIFE 
ASSURANCE COVER DURING THE EARLY YEARS 


For MUTUAL satisfaction — consult 


NATIONAL PROVIDENT 


INSTITUTION 


FOR MUTUAL LIFE ASSURANCE 
—Established 1835— 


54, GRACECHURCH STREET, LONDON, E.C.3 
Telephone: MANsion House 148! 


The First Company Registration apy 
Established 113 ago by Mr. Charles Doubble at 14-15 Serjeants 
Inn, Street, and Officially appointed Agent. 


CHARLES DOUBBLE LIMITED 
COMPANY REGISTRATION AGENTS, COMPANY PRINTERS 


COMPANIES REGISTRY 

Information and assistance rendered to the profession in all matters relating 
to the Formation, Incorporation and Winding up of Companies. 

Mortgages, Charges and Debentures Registered. 

Annual Returns, Resolutions and other documents stamped and filed. 

Searches made and Office Copies obtained. 

Company Forms. 

COMPANY PRINTING 

Memorandum and Articles of Association, Resolutions, Debentures, Share 
Certificates, Dividend Warrants, etc., printed with care and i 

Draft Memorandum and Articles of Association for a Private Company 
adopting with modifications Table A of the Companies Act, 1948, settled by 
Alexander P. McNabb, Barrister-at-Law (Lincoln’s Inn). Post Free 3/9. 

PROBATE REGISTRY 

*Pa Lodged with Esta do — 

pers wi te ity le 

*Lodging Pa for Grant of Probate and Letters of Administration. 
Searches made for Wills and Administrations and Copies obtained. 
in General Registry for Births, Marriages and Deaths and Copies obtained. 

GENERAL 

Bills of Sales Registered and searches made. 

Powers of Attorney, Stamped and filed. 

Deed Polls and other documents enrolled. 

Searches made in Probate and Divorce. 

Documents Stamped and Denoted. 

Adjudications carried through. 

Particulars delivered, Stamp obtained. 

Documents lodged for Assessment of Penalty. 

Registration and Searches made in the following: Land Charges, Land 
Registry, Trade Marks, Patents and Design Registry, Business Names Regis- 
try, Deeds of Arrangements, Bankruptcy, Enrolments with Charity Commission. 

ADVERTISING 

Legal and other advertisements inserted in London Gazette and all English 

Dominion and Foreign Newspapers. 
SERVICE 

We welcome your enquiries in all the above matters, assuring you of our very 

best and prompt attention. ‘i 


10 BELL YARD, TEMPLE BAR, LONDON, W.C.2 
TELEPHONE: TELEGRAPHIC ADDRESS: 
HOLBORN 0375 DOUBBLE, ESTRAND, LONDON 
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Points From 
Published Accounts 


Simms Report Commended in Inter- 
national Competition 
The Australian Institute of Manage- 
ment studied the annual reports of 
seventy - seven companies from 
Denmark, Finland, France, Germany, 
India, Italy, New Zealand, Norway, 
Sweden, the United Kingdom and the 
United States. It then had a display in 
Sydney of the best of the reports. 

Among twelve concerns whose re- 
ports were picked out by the Institute 
for special commendation, the only one 
from this country was that of the 
Simms Motor & Electronics Corporation, 
an illustrated report produced in the 
face of difficulties caused by the 
printing dispute last summer. 

We had a note on the report in our 
issue of October, 1959 (page 553) and 
we congratulate Simms. 


Treatment of Goodwill 

Goodwill is an intangible asset that the 
prudent accountant writes out of his 
balance sheet as soon as he reasonably 
can. Prudence seems to be carried beyond 
the limit by Wall Paper Manufacturers, 
which springs the surprise of elimi- 
nating, by way of a charge on the profits, 
the goodwill of businesses acquired 
during the year. That is to say, the 
amount of the goodwill is deducted in 
the profit and loss account even before 
tax is charged on the profit. Since the 
item amounted to the fairly hefty sum of 
£174,872 in the year ended June 30 last, 
as compared with £39,729 previously, 
the procedure hardly seems equitable. It 
is surely not quite logical to saddle the 
profits of a single year with the whole of 
the burden when the benefit of the busi- 
nesses acquired will be felt in the years 
to come. In any event, such an item 
should appear below the line, in the 
appropriation section of the account. 
Similar sentiments apply to the expenses 
of the increase of capital and bonus 
issue, amounting to £25,148. 


Matching of Reserves with Assets 

The incidence of “‘special interim’’ divi- 
dend payments in annual accounts is 
fortunately waning with the passage of 
time: the varying treatments accorded 
these payments has been a source of 
untold confusion. Consolidated London 
Properties has allied itself with our own 
view—that the cost of these dividends 


should properly be met from the carry- 
forward from the previous year where 
applicable. These accounts are also 
interesting for the treatment of the 
“Reserve Fund.” This fund stands at 
£40,000, and it is matched on the assets 
side of the balance sheet by “Reserve 
Fund Investments’”’ of an exactly similar 
amount, deliberately set aside from 
“Other quoted investments” of £133,759. 

The treatment illustrates what has 
often been emphasised in these columns 
concerning individual reserves—that 
they are meaningless unless actually 
backed by available funds. All too often 
the uninitiated gets the impression that 
something like a “dividend reserve” is 
his sure safeguard against a failure to 
pay a dividend in any one year in which 
profits are not earned. He fails entirely 
to relate this reserve to the assets which 
the business has available to cover it. 
Wherever it is considered desirable to 
show separate reserves of this nature 
they ought always to be given some 
substance, and the method adopted by 
Consolidated London Properties is 
commendable. 


Profit on Investments 

In the accounts of Whitehead Iron and 
Steel, there is credited the “increase in 
value of marketable securities.”’ In the 
past year this amounted to £6,098 com- 
pared with £21,464 in the previous year; 
in the year before that there was a 
decrease of £2,851. Since these items are 
contained in the profit and loss account 
before striking the net income before 
taxation, the company clearly regards 
them as a normal adjunct of trading. 

In adopting this approach, Whitehead 
Iron is in a conspicuous minority. It 
would seem reasonable to take the view 
that the profits of a company should not 
be influenced by the unconnected be- 
haviour of the stock markets. Even if 
those markets move in line with the 
trading experience of the company, the 
fact is irrelevant, since a profit and loss 
account should be designed to show that 
profit emanating from the normal 
trading activities of the company. The 
investment of money in stocks and 
shares is merely incidental to the 
normal activities of a company like 
Whitehead Iron, and the profit and loss 
account should be framed accordingly, 
no matter what the size of the amounts. 
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The opposite extreme is to be found in 
the accounts of Moorside Trust. Here is 
a concern that is assessed for tax as a 
finance company, and yet takes no 
account of profits realised on the sale of 
investments. These profits are dealt 
with thus: 


1958 1959 
£ £ 
208,039 Dividends and Interest 
on Investments 232,928 
8,367 Double Taxation Relief 9,034 
1,782 Sundry Receipts 2,591 
Surplus on Realisation 
of Investments trans- 
ferred to Contingen- 
£930 cies Reserves £49,564 


Appended to the charge for United 
Kingdom income tax is the following 
note: 

Based on profit for the year, exclusive of 

taxation on net appreciation (as com- 

puted for tax purposes) of investment 
values which is provided out of contin- 
gencies reserve. There is no charge for 
profits tax in view of deficiencies brought 
forward. 
The balance-sheet treatment of these 
items is as follows: 


£ £ 
Contingencies Reserve 
As per last Account .. 97,968 
Add Surplus on Reali- 
sation of Investments 49,561 
147,529 
Deduct Transfer to 
Income Tax Account 
(see Note 1) 27,669 
119,860 


The “Note 1” referred to in the second 
extract is as quoted above. 

Profits realised on the sale of invest- 
ments by a company like Moorside are 
an essential part of its trading function, 
and it therefore seems wrong in prin- 
ciple to exclude thetn from the profit 
and loss account in this manner, though 
there would be no objection to including 
them as a separate item. No doubt the 
aim is to emphasise the essential 
“investment” nature of the activities of 
the trust, and one can only conclude 
that there are special circumstances 
behind this method of accounting— 
particularly when it is not followed by 
River Plate and General Trust, a sister 


company. 


Changed Basis of Stock Valuation 

In the accounts of Liner Concrete 
Machinery for the year ended August 31, 
1958, the trading profit was qualified 
thus: “Trading profit, including an 
estimated amount of £10,000 arising on 
change in the basis of stocktaking.” The 
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chairman pointed out that stocks had 
been valued on a basis adopted twenty 
years earlier up to 1957, but that it had 
become subject to enquiry by the 
Inland Revenue. The sequel is seen in the 
latest accounts, in which profits have 
been augmented by profits relating to 
earlier years amounting to £22,280, 
reflecting settlement of the matter with 
the Inland Revenue. Items such as this 
are a recurring source of complication 
in the presentation of accounts, but it 
seems to us that it would probably have 
been better to exclude this profit, and the 
tax which is presumably chargeable on 
it, entirely from the normal computation 
of profit available for distribution. The 
fault is as much as anything in the way 
in which the profit and loss account is 
laid out, for it is divided into two 
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tributed profit at August 31, 1958, and 
profit relating to previous years, and 
treats taxation on these profits as an 
appropriation. 


Modernising the Accounts 

The following rather interesting com- 
ment appears in the statement of Mr. 
E. B. Calvert which accompanies the 
latest accounts of Blundell, Spence, a 
manufacturer of paints: 


Your directors have been aware that 
since the passing of the Companies Act, 
1948, modern accountancy techniques 
have continued to advance, but they have 
considered that frequent revisions in the 
form of accounts presented to stock- 
holders are confusing and cause difficulty 
when making comparisons with past 
years. The time has now come, however, 


stockholders to obtain more easily the 
essential information which they require. 
The new form of presentation lays greater 
emphasis on the group results as a whole 
and illustrates more clearly the manner in 
which stockholders’ funds have been 
employed. 


Outwardly, the accounts are un- 
changed. The cover remains the same, 
and the general format has been con- 
tinued. New thinking is readily apparent 
on studying the accounts, however. The 
consolidated profit and loss account has 
been tidied up, with much of the detailed 
information transferred to a notes sec- 
tion. It is particularly interesting to see 
definitions such as “Items not strictly 
attributable to the year’s trading,” and 
“Profits Retained” coming in for the 
less imaginative terms previously used. 


sections, the second being termed when, in the opinion of your Board, it is The consolidated and parent balance 
Appropriation Account.” This section appropriate to bring the presentation of Sheets are now accommodated on facing 
takes in the profit subject to tax brought the accounts up to date and it is hoped Pages, instead of occupying a two-page 
down from the year’s trading, undis- that the form now adopted will enable spread apiece, and have been re-couched 
BLUNDELL, SPENCE & COMPANY LIMITED AND SUBSIDIARY COMPANIES 
CONSOLIDATED PROFIT AND LOSS ACCOUNT CONSOLIDATED BALANCE SHEET 
FOR THE YEAR ENDED 31st OCTOBER 1959 31st OCTOBER 1959 
1959 1958 
£ £ 1959 1958 
CONSOLIDATED TRADING PROFIT OF £ £ 
THE YEAR 329,987 CAPITAL EMPLOYED 
Add: Income from Investments (Note 2 1,002 1,155 Preferred Capital (Note 8) 200,000 200,000 
517,755 331,142 Ordinary Capital (Note 8) .. 562,140 562,140 
Capital Reserves (Statement on page 10 and 
Less: Emoluments of Directors of the Holding Note 9) é * 461,632 418,531 
Company (Note 2) A 32,794 26,688 Revenue Reserves (Statement ¢ on n page 10) 684,640 591,420 
Remuneration of Auditors of the Holding 
Company, including expenses 1,400 1,400 Attributable to Ordinary Capital . 1,708,412 1,572,091 
Depreciation of Fixed Assets 71,728 70,832 
Loan Stock Interest (Note 3) 9,209 5,500 
Total Stockholders’ Interest . 1,908,412 1,772,091 
£115,131 £104,420 Loan Capital (Note 10) .. 400,000 100,000 
Interest of Outside Shareholders i in Subsidiary 
CONSOLIDATED PROFIT OF THE YEAR Companies .. : 65,492 23,229 
BEFORE TAXATION aa 402,624 226,722 
Less: Taxation (Note 4) 181,559 139,514 £2,373,904 £1,895,320 
CONSOLIDATED PROFIT OF THE YEAR 221,065 87,208 EMPLOYMENT OF CAPITAL 
; Less: Items not strictly attributable to the Fixed Assets (Statement on page 11) .. . 1,147,432 1,065,137 
5 year’s trading . ae - Ka 8,936 Add: 4,654 Goodwill and Trade Marks at cost, less 
é amounts written off . -. 155,686 155,686 
CONSOLIDATED NET PROFIT | 212,129 91,862 Net Current Assets (Statement o on page 1D . 1,216,286 779,747 
Less: Net Profit attributable to the Minority 
Interest in certain mgeswered Com- 2,519,404 2,000,570 
panies . a 16,522 8,173 Less: Future Income Tax Assessable 1960/61 145,500 105,250 
CONSOLIDATED NET PROFIT ATTRIBU- 
TABLE TO THE HOLDING COMPANY 195,607 83,689 E. B. CALVERT 
Less: Dividend on 5% Preferred Stock of L. H. Downs f Directors. 
Holding Company, less Income Tax 6,125 5,750 
189,482 77,939 
Less: Dividends on Ordinary Stock of Holding £2,373,904 £1,895,320 
Company, less Income Tax (Note 5) 92,964 48,486 
PROFITS RETAINED (Note 6) £96,518 £29,453 These Balance Sheets should be read in conjunction with the Statements and Notes 
on pages 10 to 13 [of the published accounts—the statements of capital 4 
This Account should be read in conjunction with the Notes on pages 12 and 13 ; ey sheet). tt ot " 
[of the published accounts—the notes on the profit and loss account and the balance 
sheet, here reproduced]. [Nore: Balance sheet of parent company not reproduced. ] 


Highly Successful Courses 


% FOR ARTICLED CLERKS—Courses for the Chartered Accountants’ 
and Association Examinations. Over 30,000 Successes. nr 


% FOR AUDIT CLERKS—Courses for A.C.C.A. 15,200 Successes. this book 


FREE 


%* FOR QUALIFIED MEN—I.C.W.A. Courses with concessions: 
and Training for Management. 


% FOR CAREERS IN INDUSTRY—I.C.W.A. Courses. 8,600 Successes. 


THE 
SCHOOL OF ACCOUNTANCY 
105 Regent House, 6 Norfolk Street, 

London, WC2 
Please send me post free and 
without obligation a copy of your 


*% FOR JUNIORS—Carefully graduated Courses in Book-keeping, 
| 
| 


Auditing, and all Commercial subjects. Specialised Courses for the Prelims. 


Write to 
THE SCHOOL OF ACCOUNTANCY ‘The Direct Way to Success’ 
105 Regent House, 49 of Successful 105 Regent House, Name 
6 Norfolk Street, ee. 2 West Regent Street, Address 


MACDONALD AND EVANS 


BUSINESS STATISTICS AND STATISTIGAL METHOD 


HAROLD J. WHELDON, B.Com., F.C.W.A., A.C.LS. 
FOURTH EDITION 
Completely revised by G. L. THIRKETTLE, B.Com.(Lond.), F.S.S., F.LS., A.C.LS. 
83° x 54" 270 pp. Illustrated Price 15s. 
Completely revised and reset, this new edition now covers the increasingly exacting requirements of examining bodies and 
discusses the new trends in the subject and the development of published statistics. Much new material has been added, a 
wider selection of examination papers has been included, and tables of logarithms and squares have been given to save the 
reader from the expense and inconvenience of separate tables. 
“Even to one who is not a student, this book should make 
interesting reading, providing as it does a detailed study of 
the subject.” The Accountant’s Magazine 


PUNCHED CARDS 


J. SANDFORD SMITH, F.C.A., F.B.I.M. 
74" x 10° 176 pp. 71 illustrations Price 50s. 
Medium and smaller businesses have become increasingly aware recently of the enormous benefit of mechanising in the 


truest sense their accounting, statistical and management control information—the prime entry, having once been turned 
into a punched card, there is a self-handling document which can be classified, listed and calculated in purely 
mechanical terms. 
PUNCHED CARDS is above all a practical handbook to advise management of the capabilities of punched 
cards and to instruct accountants in the operation of punched-card machinery. The early part of the book is 
descriptive, the data given being non-technical and fairly elementary. Next punched cards are depicted in their 
role as a tool of management and an assessment is made of future developments. The second part of the book 
consists of a series of case histories showing punched-card techniques applied to the ordinary day-to-day 
routines of every business—payroll, sales, accounting, etc. 

8 John Street 


London, W.C.1 


“Mr. Thirkettle is to be admired for his skilful balance 
between student capability and examiner demand.” 
The Secretary 
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Are You Considering 


Centralised 
Machine Accounting? 


IF SO, COULD THIS HAPPEN 
TO YOU? 


A Scottish firm with 40 branches scattered widely over the 
country recently centralised the whole of its accounting at its 
Glasgow head office on punched card machines. The economies 
to be effected and the greater control afforded to head office were 
all self-evident. But somehow the branch offices were overlooked. 
Theirs was the job of controlling some 1,000 accounts each; they 
had to pursue overdue accounts, but with their branch accounting 
system removed they had no idea whose accounts were overdue, 
who had reached credit limit—indeed who had been invoiced and 
when. 


Obviously a method was needed to provide branches with all 
this information—but a method which did not duplicate the 
activities of head office, which was inexpensive to install and 
required no skill to operate. 


SHANNON PROVIDE SOLUTION 


To effect this branch control it might appear that some duplication 
of effort would be unavoidable. However, Shannon evolved a 
method which was the essence of simplicity. From duplicate 
invoices and receipts sent each day from head office to the 
branches, each office had a complete visual picture of the whole 
of their 1,000 accounts. Nothing had to be “looked up”, it was 
all presented visibly and one girl spent an hour or two each 
morning maintaining its accuracy. 


NO ISOLATED PROBLEM 


This problem recurs frequently. Centralisation of effort always 
brings a host of communications problems in its wake. 


If you are considering centralising your accounting, it will 
probably pay you to have a word with Shannon now, before you 
get too deeply involved in technicalities. Remember, advice 
through the Shannon O & M Advisory Service is both free and 
without obligation. Attach the coupon below to your letterheading 
for a more comprehensive report. 


THE SHANNON LIMITED 
50 Shannon Corner New Malden Surrey 


Please let me have comprehensive details. Mark attention of: 


Systems) 


© &M TO BRITISH BUSINESS 


ASSURANCE SOCIETY LIMITED 
(INCORPORATED IN THE UNION OF SOUTH AFRICA) 


BEST FOR 
ANNUITIES 


FUNDS EXCEED £30 million 


Example: 
MALE 65 


YIELD £11-4-0 p.a. 


| Registered Office for the United Kingdom: 
} CITY WALL HOUSE, FINSBURY PAVEMENT, 


LONDON, E.C.2 
TELEPHONE: MONARCH. 5906/7 


The Largest 


Banking Business 


in New Zealand 


... with over 380 Branches and Agencies throughout 
the country. Businessmen, intending settlers and 
travellers secking up-to-date information regard 
the Dominion are cordially invited to make use 
the extensive facilities of this Bank. The Trade and 
Information Service of the Overseas artment at 
Head Office is freely at your . Branches 
at Melbourne and S (Australia), Suva, 
Lau Labasa, Ba and Nadi (Fiji); also Apia 
(Bank of Western Samoa). 


Bank of New Zealand 


Incorporated with limited liability in New Zealand in 1861 


London Main Office: 1 Queen Victoria St., E.C.4 
A.R. Frethey, Manager A. E. Abel, Assistant Manager 


Piccadilly Circus Office: 54 Regent St., W.1 


Head Office: Wellington, New Zealand 
R. D. Moore, General Manager ! 
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PROFIT AND LOSS ACCOUNT 


1959 1958 
£ £ 
1. INCOME FROM INVESTMENTS—GROSS 
Investments we 761 916 
Other Investments . . a > 241 239 
£1,002 £1,155 
2. OF DrREcTORS OF THE HOLDING Com- 
As Directors 12,940 7,821 
Other Emoluments 19,854 18,86 
£32,794 £26,688 
A pension of £300 (£300) paid to a Past Director 
has been charged to Reserve for Pensions. 
3. LOAN voy INTEREST 
6% Unsecured Loan Stock 1979/84 5,000 = 
£100, O00 54% Unsecured 1959/62 of 
a Subsidiary Company . 4,209 5,500 
£9,209 £5,500 
4. TAXATION 
=e Kingdom Taxation based on the profits of 
the year 
Profits Tax 27,400 21,500 
Income Tax 111,678 75,061 
Overseas Taxation 42,481 42,953 
£181,559 £139,514 
5. OrprNaRY Drvipenps—Net 
Interim 
5% on £562,140 Stock . = — 16,162 
(equivalent to ze om on £843,210 Stock) 
6% on £562,140 S 20,659 
(equivalent to 4% £843,210 Stock) 
Final Pro 
10% on £562,140 Stock ae oa 32,324 
to £643,210 Stock) 
1% on £562,1 72,305 — 
(equivalent to 14% on £843,210 Stock) 
£92,964 £48,486 
6. RETAINED PRorFITs 
Retained by Subsidiary Companies 65,036 14,163 
Holding Company. Reserve 30,000 15,000 
Holding Company—Addition to Carry Forward 1,482 
£96,518 £29,453 
7. £130,571 ¢ pa ee of the Consolidated Net Profit has been dealt with in the 
Accounts of the Holding Company. 


NET CURRENT ASSETS 


1959 1958 
thorised Issued Authorised Issued 
200,000 200,000 200,000 
562,140 650,000 562,140 


£762,140 £850,000 £762,140 


Share Capital issued has been converted into stock. 


9. Scrip Issue 
A scrip issue amounting to £281,070 was made to Ordin meee a on 
the basis of one for two on Jan 25, 1960. The Share im Account 
of £73,575 and an n amount of £207,495 from the General Capital Reserve 
were utilised for this purpose. 


1959 1958 
£ £ 
10. Loan Stock 
1979/84 of Holding 
54% ‘Unsecured Loan Stock 1959/62 of a Sub- : 
premium of £1 per cent. we — 100,000 
£400,000 £100,000 
11. INVESTMENTS IN AND AMOUNTS OWING FROM SuB- 
SIDIARY COMPANIES 
Shares at cost - 382,127 293,692 
Advances and Current Accounts 350,274 230,477 
£732,401 £524,169 
12. COMMITMENTS FOR CAPITAL EXPENDITURE 
Holding Company a £12,000 £2,000 
13. FOREIGN CURRENCIES 
In both Group and Holding Com: hal 
are as follows—Australia: £A.125 to Sterling £100; India: Rs.1 to Is. 6d. 


There is a contingent liability in respect tatutory yy 
approximately £9,700 payable in certain circumstances by a Subsidiary. 


15. The Consolidated Accounts incorporate the Accounts of Overseas Subsidiaries 
for the year to June 30. The difference in ——y | dates facilitates the 
proper examination of the Accounts of Overseas ubsidiaries and the 
submission of the Consolidated Accounts within a reasonable time after the 
end of the financial year of the Holding Company. 


in the “Capital Employed,” ““Employ- 
ment of Capital’’ style. Again, much 


HOLDING COMPANY GROUP tidying up has been accomplished by the 
1958 1959 959 1938 relegation of subsidiary information to 
384,158 407,621 Stocks oe high: 926,218 854,032 notes and appended statements. As a 
vance 7233 result of these changes, there are now 
Market Value— two pages of statements relating to 
ad 58, apiece for the profit and loss accounts 
— 150,000 Cash on Deposi 150,000 — and balance sheets. 
27,807 19,755 Cash at and in Hand 51,298 43,384 Much has obviously been accom- 
2,095,087 1,652,279 | plished by these changes, and they are 
265,627 260,853 Creditors and Accrued Charges se,oee $28, 1 33 undoubtedly for the better. But it might 
1'823 1'874 | be wondered, in view of the amount of 
138,295 88,309 125,857 191,755] detailed information now relegated to 
oposed Dividends: 
Holding Company: Final Dividend statements and notes, whether these 
; ~ Subsidiary Company’ Dividend, free could not be rearranged to bring them 
a Shareholders 9,306 __7,561] juxtaposition with the accounts 
436,246 421,467 878,801 872,532] concerned, and so make for easier 
£336,122 £608,502 Net CURRENT ASSETS £1,216,286 £779,747| reference. It is also debatable whether 
ern too much detailed information has now 
been taken out of the accounts alto- 


{There are five other statements in panels (not reproduced) for the capital reserves, revenue reserves and fixed 


assets of the holding company and group.] 


The 1958 figures are printed in red throughout. 


gether. Striking a balance is never easy, 
but simplifying the accounts proper 
by explaining the notes section, while 
in general desirable, can on occasions 
go too far. These criticisms should in no 
way detract from the good honest job 
which Blundell, Spence has done. 
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Publications 


Auditing Principles. By W. B. Jencks. 
McGraw-Hill Accounting Series. Pp. vi 
+526. (McGraw-Hill: 66s. net.) 

THIS Is AN admirable book, written—to 
quote from the preface—‘‘primarily as 
a text for college students . . . in simple, 
easily understandable language . . .”’ It 
gives a very clear exposition of the pur- 
poses of auditing, distinguishing between 
the functions of the internal and 
independent auditor, and highlighting 
the different approaches to small, 
medium-sized and large businesses. 

I would have welcomed such a book 
as this during my articles and I can 
recommend it to those who have not 
quite got the hang of auditing pro- 
cedures. I also commend it to prac- 
titioners who have got a bit rusty and to 
those who are keen to give their clients 
better service. 

The author (who is Professor of 
Accounting at the Ohio State Univer- 
sity) takes us through the whole gamut 
of an audit from programme to comple- 
tion and, finally, to the type of report 
which should be given to the client. The 
layout of the text and the type used are 
excellent, while the illustrated working 
papers are happily few and clear. The 
book is not only easy to read but it also 
has a constructive, helpful and positive 
approach to the subject. It deals con- 
cisely with audit principles and tech- 
niques but also goes much further. The 
author aims not only to cover the bare 
requirements of an audit but to show 
how the student, the practitioner and the 
client may all benefit from the proper 
understanding of functions. 

Naturally the phraseology is American 
and some of the techniques exemplified 
are peculiar to American requirements, 
but these aspects do not detract from the 
readability and value of the book on 
this side of the Atlantic. Some of the 
suggestions made might well be adopted 
with advantage here. For example, 
Professor Jencks advocates the use of “‘a 
purchase discounts lost account” in 
place of “a purchase discounts taken 
account,” in order to obtain a more 
effective control over discounts. (See a 
Professional Note on page 204.) He also 
strongly believes that an immediate 
detailed report should be made to the 
client by the auditor at the end of the 
audit to cover not only weaknesses in 
control and suggestions for improve- 
ment but also an analysis of the profit 
and loss account and balance sheet. To 
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quote: “In many ways, like the doctor of 
preventive medicine, he can advise with 
his client on steps to take in operating his 
business which will prevent future 
financial difficulties. Interpretation is an 
art requiring a keen analytical mind and 
a broad business background . . . The 
day is past when a successful auditor 
concerns himself only with the audit 
phase.” 

For those not familiar with the 
American system, it is intriguing to get 
an insight into the merits of the “‘Certi- 
fied” and “non-Certified’’ Public Ac- 
countants, and the training and pro- 
fessional organisation of C.P.A.’s—all 
of which raises thoughts on our own 
system of training under articles. 

W.K.W. 


Dymond on the Death Duties. Thirteenth 
edition by R. K. Johns, Lt.B. Two vols. 
Pp. cxxviii+1,088 and pp. viii+355. 
(Solicitors’ Law Stationery Society: £7 7s. 
net.) 


THE THIRTEENTH EDITION of this well- 
known work is the first to appear with- 
out the assistance and advice of the 
original author. (The first edition 
appeared in 1913.) Mr. Reginald K. 
Johns, the present editor, is, however, no 
stranger to the work, as for nearly 
twenty years he was associated with Mr. 
Dymond in the preparation of successive 
editions. 

There is an increase in length and 
price: both seem to be inevitable. A 
notable change, deserving praise, is to be 
found in the arrangement of the work. 
The statutes and statutory instruments 
are segregated in a separate volume from 
the text, making both for easier handling 
and for more convenient comparison 
of cases and commentary with the 
legislation. 

The book is most commendably up-to- 
date, the most recent law up to end-1959 
being summarised in a special section 
bound in the front. Public Trustee v. 
C.1.R. (the Arnholz decision) is thus fully 
dealt with. The editor covers very 
thoroughly, though succinctly, the im- 
plications of the disapproval of the 
famous dictum of Lord Macnaghten 
in the Cowley case, though he states that 
his (the editor’s) conclusions are tenta- 
tive in view of the short time since the 
Arnholz decision. 

For the practising accountant Chapter 
XIV (headed Value for Estate Duty) will 
be of particular interest, especially that 
part dealing with the valuation of shares 
in limited companies. For instance, Lord 
Plender’s evidence in the Crossman and 
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Paulin cases, is discussed in detail and 
criticised. 

The reviewer feels that Mr. Johns is 
right to have retained the separate 
chapter on practice, which is of great 
utility to those engaged in obtaining a 
grant of representation and in the subse- 
quent administration of the deceased’s 
estate with its attendant estate duty 
problems. In this chapter there is further 
reference to the topic of valuation, with 
cross-references to the fuller treatment 
in the other chapter where necessary. 

In short, the new edition is well up to 
the high standard of its predecessors, 
being lucid, comprehensive and practical. 

J.L.M. 


Punched Cards. By J. Sandford Smith, 
F.C.A. Pp. xiv+161. (Macdonald & 
Evans: £2 10s. Od. net.) 


UP TO NOw there have been very few 
books devoted solely to punched card 
accounting, and most of the literature 
available has been issued by the manu- 
facturers. This book sets out to fill the 
gap, and it is appropriate that it follows 
rather than precedes the author’s book 
The Management Approach to Digital 
Computers. As Mr. Sandford Smith 
states in the preface, punched card 
equipment is not on the way out because 
of the advent of computers, but rather 
it is gaining new strength with the interest 
aroused in the whole subject of Organi- 
sation and Methods. 

The first part describes the types of 
equipment available, and discusses 
many of the problems arising when 
deciding about punched cards and 
installing and operating a system. The 
terms and language are kept as non- 
technical as possible. The second part 
contains a series of case histories 
describing different types of application. 

This is a most useful book which will 
be especially valuable to any manage- 
ment considering the use of punched 
cards. It contains a mass of facts with 
virtually no irrelevant detail. After a 
first study, it is well worth retaining as a 
reference book, although the text could 
be improved to enable facts to be picked 
out more easily. 

The only criticisms to be made are of 
omission. In particular, problems arising 
during the installation period are only 
touched on—though certainly in 
numerous places—but most readers of . 
this book will be looking for sustained 
guidance in this phase more than in any 
other. Questions that should be an- 
swered in detail are of the type: “what 
assistance is to be expected from the 
manufacturer?”; “what is a sensible 
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installation timetable?”’; “how should 
staff and supervisors be trained?’’. 
There are many such questions, and it is 
possible that most of the answers could 
have been provided in a further series 
of case studies dealing specifically with 
installation problems and mistakes 
actually made in practice. J.A.G. 


Books Received 


The Health of Business Executives. The 
Transactions of a One-Day Conference held 
in the Royal Festival Hall, London, Nov- 
ember 20, 1959. Pp. 126. (The Chest and 
Heart Association, Tavistock House North, 
Tavistock Square, London, W.C.1: 15s.) 
See ACCOUNTANCY, December, 1959, 
page 656. 
All Capitalists Now. By Graham Hutton. 
Pp. 38. (institute of Economic Affairs: 
2s. 6d. net.) 


Letters to the 
Editor 


Auditors as Company Officers 

Sir—I have read with great interest the 
article on the above subject which appeared 
in ACCOUNTANCY for March, 1960 (pages 
143-6). 

The consequences of the decision of R. v. 
Shacter ({1960] 1 All E.R. 61) may be worth 
considering further, since an auditor has 
now to be regarded as an officer of a com- 
pany for the purposes of criminal liability 
undc certain sections of the Companies Act 
and of the Larceny Act, 1861, as well as for 
the purposes of civil liability. 

In the past, in a creditors’ voluntary 
liquidation auditors on occasions have been 
pressed to agree to be nominated as liquida- 
tor by the members of the company, who 
have ignored any question of a possibility 
of a conflict of interest. Not infrequently, in 
such circumstances, the auditor nominated 
has not been accepted by the creditors. In 
short, the auditor has been placed in an 
unhappy position. 

Following the decision of R. v. Shacter, I 
would suggest that it should be a part of the 
code of conduct of the profession that 
auditors of a company should not accept 
nomination as the liquidator of the com- 
pany in a creditors’ voluntary liquidation. 
In this way the possibility of conflict of 
interest, which has been greatly increased 
by the above decision, would be avoided, 
and auditors would thus not need to be put 
in the invidious position of being nominated 
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by the members of the company to be 
liquidator. 
Yours faithfully, 
F. R. SALINGER, F.C.A. 
London, E.C.2. 


Some Thoughts on the Depreciation of the 
Economist 

Sir,—It is clear to me, as a graduate in 
economics and an articled clerk, that eco- 
nomists and accountants enjoy disparaging 
one another. This is, I think, a pity, since it 
effectively prevents profitable discussion. 

For this reason I wish to cross swords 
with Mr. Scott, who, in his article “Some 
Thoughts on Depreciation’ (ACCOUNTANCY, 
February, pages 73-75), says, “‘one may be 
precise enough when talking of amortised 
book value, but one can never be precise 
about depreciated value. Economists may 
talk loosely of its being ‘the discounted 
value of future earnings.’ But what earnings? 
Net profit after depreciation? Net profit 
before depreciation? Or even net profit 
before wages?” 

Some economists may be vague as to 
what they mean by the discounted value of 
future earnings, but in general it is a very 
well defined concept. Keynes, for example, 
in his General Theory of Employment, 
Interest, and Money, used it in connection 
with “the marginal efficiency of capital.” 
This he defined, in effect, as the excess of the 
present (or discounted) value of future 
earnings over cost, expressed as a rate: this 
at the margin would equal the rate of 
interest, since businessmen would carry out 
plans for additional investment in fixed 
capital so long as the return they expected 
on it exceeded the rate of interest. 

It follows from this definition that the 
earnings in question must be before depre- 
ciation; otherwise there would be double 
counting of the cost of capital. It is equally 
clear that the earnings must be after wages, 
since the return on investment which the 
businessman has to consider is that to the 
proprietors. There is no “looseness” here. 

Mr. Scott is more to the point when he 
asks, “what discount rate?”’ The concept of 
economics does not give any guidance here, 
not because it is loose but because the 
concern is with a general theory of the 
motives for investment in fixed capital rather 
than with balance sheet valuation. Surely, 
however, this need not be in practice an 
insuperable objection? If the case were 
made out on other grounds an accounting 
convention could be established, such as the 
5 per cent. for interest on partnership 
capital as a measure of alternative cost. 

I do not intend here, nor do I feel quali- 
fied, to discuss the issue of historical versus 
other bases of valuation. I am merely 
concerned lest accountants and economists 
further damage their lines of communica- 
tion. But two preliminary points may be 
made on this issue: 

1. There is a need, as a correspondent 
stressed in your January issue (page 41), 
to think carefully about the consistency of 
the balance sheet. 

2. Valuation of fixed assets on the basis of 
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the discounted value of earnings is quite 
distinct from valuation on a replacement 
cost basis: the former is greatly preferable 
on the prevalent view that the balance sheet, 
if it reflects values at all, should reflect 
going concern values—which is not neces- 
sarily the same thing at all as replacement 
cost, as shown by Fisons’s recent revalua- 
tion. 
Yours faithfully, 

MARK FIELDEN 

Colchester. 


MR. SCOTT wRITES: With the aim of strength- 
ening lines of communication between 
accountants and economists it is still felt 
that some tightening up of definition is 
perhaps required. Whilst some accountants 
and some economists perhaps areclear about 
their definitions, many are not. Keynes in 
his General Theory set out some broad 
principles in a general economic context. He 
left it to others to work out the detailed 
application in narrower frameworks. It is 
questioned whether in the context of British 
company and tax law, if one computed the 
value of plant to proprietors on a basis of 
discounted value of earnings, one should 
ignore the upward-curving share of earn- 
ings going to the State, as influenced by the 
effects of investment, initial and wear and 
tear allowances. If the investor and the 
wage-earner are one and the same person, 
partnership or family, discounted earnings 
before wages must not be entirely ruled out, 
though the discount rates might be different. 
A similar thought might apply to the value 
of plant for, say, a Remploy factory for the 
disabled. There still remains the question of 
“what earnings before depreciation?” for in 
practice the application of the principle 
tends to be reversed: the cost of new plant 
being known, it is ascertained whether 
nominally discounted anticipated earnings 
will be adequate to justify the cost of ac- 
quiring it. If they look like much more than 
justifying the cost, would one write up the 
plant value after acquisition? 


The Tax Year 

Sir,—I was interested in your suggestion 
for income tax reform, but as a student I 
was sorry to see no mention of the most 
obvious reform—to make the income tax 
year end on December 31. 

Could you, or one of your readers, give 
some explanation of why the year end to 
April 5 has been kept on—I know how we 
got it—and is anything being done by the 
Institute to get rid of this time-waster? 

Yours faithfully, 
London, S.W.16. J. A. DAVEY 


[Can one envisage a government suffering 
a tax collection period of less than twelve 
months, to accomplish the change-over? 
In any event, it is doubtful whether Decem- 
ber 31 has any particular advantage over 
March 31 for the end of the financial year. 
What would be helpful is to have the fiscal 
year closing at the end of a calendar month, 
and the end of March seems the obvious 
choice if such a change were ever made— 
—Editor, ACCOUNTANCY. ] 
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Legal Notes 


Executorship Law and Trusts— 
Variation of Trusts 

In In re Steed’s Will Trusts [1960] 2 
W.L.R. 474, the Court of Appeal con- 
sidered the judgment of Harman, J., 
noted in ACCOUNTANCY for May, 1959 
(page 279). Trustees held property on 
protective trusts for S.; there was dis- 
agreement between the trustees and S. 
on whether or not a certain farm form- 
ing part of the trust assets should be 
sold, and S. took out a summons 
asking the Court to approve an 
“arrangement” varying the trusts 
whereby the trustees should hold the 
assets upon trust for S. absolutely. 
The trustees opposed and Harman, J., 
held in their favour that he had no juris- 
diction to entertain the proposal because 
it was put forward by S. alone in face of 
the opposition of the trustees and was 
thus not an “arrangement” within the 
meaning of Section 1 of the Variation 
of Trusts Act, 1958. He also held that, 
even if he had jurisdiction, he would not 
think it right for the Court to override 
the discretion of the trustees if that 
discretion was being properly exercised. 

The Court of Appeal affirmed the 
Judge’s decision but for different 
reasons. The Court said that the word 
“arrangement” was not confined to a 
scheme which two or more persons had 
worked out; it covered any proposal 
which any person might put forward for 
varying or revoking the trusts. The 
Court had therefore jurisdiction to 
consider S.’s proposal for making the 
trust no longer discretionary but abso- 
lute in her favour and the Court’s duty 
was to consider whether it should 
approve the proposal on behalf of the 
“spectral spouse,” that is, a possible 
future husband of S., who would be 
interested under the discretionary trust. 
In discharging this duty the Court 
should not take into account just the 
limited interest of the person on whose 
behalf it was considering the matter. It 
must look at the scheme as a whole and 
consider the intentions of the bene- 
factor and the views of the trustees. In 
this case it was the benefactor’s inten- 
tion that the trust funds should be 
available for S. throughout her life and 
that she should be guarded against the 
risk of parting with the money in favour 
of another person about whom both the 
benefactor and the trustees felt appre- 


hension. In these circumstances, much as 
the Court sympathised with S., it would 
not be right to approve her proposal and 
abolish the discretionary trust. 


Miscellaneous— 
Litigant in Person who Speaks no English 
It is of course quite common for a 
witness in an English court to give 
evidence through an interpreter, but 
there was previously no direct authority 
on the problem which faced Roxburgh, 
J., in In re Trepea Mines Ltd. [1960] 1 
W.L.R. 24, when there appeared a 
litigant in person who knew no English 
and who attempted to address the 
Court first in Serbo-Croat and then in 
French. His Lordship, after considering 
statutes going back to 1362, said it was 
clear that the proceedings must be 
conducted in English but that the Court 
would have a discretion to allow a 
litigant to conduct his own case through 
an interpreter. 

The way in which his Lordship’s 
discretion was exercised in this particular 
case does not call for report. 


Miscellaneous— 

Rateable Occupation 

In Arbuckle Smith & Co. Ltd. ». 
Greenock Corporation [1960] 2 W.L.R. 
435, the appellants had bought premises 
with a view to using them as a bonded 
warehouse. During the rating year 
1957/58 they carried out improvements 
in order to use the premises for that 
purpose, but they did not start the use 
until the rating year was over. The 
question then arose whether they were 
liable to pay any rates for the year 
1957/58. 

The House of Lords said that on this 
point the law of Scotland and of England 
was the same. There was a clear dis- 
tinction between on the one hand 
maintaining, repairing or improving a 
fabric and on the other hand enjoying 
the accommodation it provided. It 
would accord with the ordinary use of 
language to say that the owner who in 
some way enjoyed the accommodation 
was occupying the premises but that the 
owner who merely maintained, repaired 
or improved his premises was not 
thereby occupying them but preparing 
for future occupation by himself or his 


tenant. The appellants were not, there- 
fore, in rateable occupation of the 
premises while the improvements were 
being made. 

It is odd that this principle has never 
previously been authoritatively laid 
down, for there must have been in- 
numerable examples of persons acquir- 
ing fresh premises and making altera- 
tions to them before using them as a 
residence or for their business. There 
have, of course, been a number of 
decisions on the rateable occupation of 
“stand-by” premises, that is, premises 
which are kept ready for immediate use 
but not actually used. Their Lordships 
were careful to say that they were not 
dealing with a “stand-by” case. We 
would also suggest that the principle 
may not cover a case where premises 
have been used and are then temporarily 
vacated while repairs or alterations are 
carried out. 


Miscellaneous— 

Surcharge on Borough Councillors 
Under one provision of the Requisi- 
tioned Houses and Housing (Amend- 
ment) Act, 1955, requisitioned premises 
might be released and handed back to 
the owner if he was willing to accept 
the stiting licensee as a statutory tenant. 
The owner thereafter was entitled to 
receive the controlled rent but he did not 
necessarily receive all of it from the 
tenant, for by Section 4 (4): “Except so 
far as the local authority may from time 
to time determine, the rent recoverable 
by the landlord of any such dwelling in 
respect of any period before April 1, 


' 1965, from the licensee or any statutory 


successor of his shall not exceed the rent 
last payable by the licensee to the local 
authority under the licence; and where 
the rest so recoverable in respect of any 
such period falls short of the rent which 
would be recoverable apart from this 
sub-Section the local authority shall 
pay to the landlord an amount equal to 
the difference.’’ The St. Pancras Borough 
Council by a majority resolved that they 
would not “determine otherwise”’ under 
Section 4 (4) and that the Council 
should bear the whole of the increases 
made in the recoverable rent when the 
Rent Act, 1957, came into force. The 
district auditor then surcharged £200 on 
a number of councillors forming the 
majority; his ground was that Section 
4 (4) imposed a positive duty upon the 
Council to undertake a periodic review 
of the rents paid by the licensees and to 
consider any changes in circumstances 
and the ability or inability of the tenants 
to pay increases, and that in making 
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Consult the National Provincial Bank 
about . . . Banker’s references; Borrowing; 
Business and personal travel facilities; 
Deposit (Savings) Accounts; Executorship and 
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of your Bank account 


The full services of National Provincial 
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experience. 
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arbitrary determinations without carry- 
ing out any such review the Council had 
acted in a manner inconsistent with its 
duty to the ratepayers generally. In 
Taylor vy. Munrow [1960] 1 W.L.R. 151, 
the Divisional Court upheld the decision 
of the district auditor. 

It has of course long been clear law 
that when the Council is paying money 
out of a fund provided by the general 
body of ratepayers, a local authority 
must preserve a balance between the 
duty owed to that general body of 
ratepayers and the duty owed to the 
particular ratepayer in respect of whom 
the payment is made, but it is perhaps a 
little surprising to find that the Council 
had a positive duty to take so many 
matters into account, when at first 
sight the Section gave it a very wide 
discretion. 


An Accountant’s 
Guide to Recent 
Law 


STATUTORY INSTRUMENTS 

No. 254. National Insurance (Industrial 
Injuries) (Benefit) Amendment Regulations. 
Removing disqualification so as to permit 
increase of disablement pension in certain 
circumstances. 

No. 257 (C.2). Legal Aid and Advice Act, 1949 
(Commencement No. 7) Order. Bringing into 
operation Sections 21, 22 and 23. 

No. 278. National Insurance (Earnings) 
Regulations. Increasing the amount which is 
disregarded for purpose of reducing certain 
pensions. 

No. 282. Town and Country Planning (Use 
Classes) (Amendment) Order. Excluding shops 
for sale of motor vehicles from the class within 
which change of use may take place without 
involving development. 

No. 283. Town and Country Planning General 
Development (Amendment) Order. Giving 
general permission for shop for sale of motor 
vehicles to be used as shop of any kind; and 
limiting size of buildings which may be erected 
on agricultural land. 

No. 327. Fiduciary Note Issue (Extension of 
Period) Order. Extending for further two years 
the period during which the issue may stand 
continuously in excess of £1,575 million. 
No. 402. Opencast Coal (Annual Value and 
Other Land) (Variation) Regulations. In- 
creasing the percentage prescribed for calcu- 
lating the annual value of land affected by 
compulsory rights order. 

No. 407 (C.3) Legal Aid and Advice Act, 1949 
(Commencement No. 8) Order. Bringing into 
force Section 5, which provides for legal aid in 
taking steps to assert or dispute a claim where 
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question of proceedings has not arisen. 

No. 408. Legal Aid (General) Regulations. 
Providing for aid in matters not involving 
litigation ; and consolidating earlier regulations. 
No. 426. Building Society (Amendment) Rules. 
Abolishing provision that notice in Form 3 is 
not validly given unless signed by person to 
whom given. 

No. 436. Arbitration (Foreign Awards) Order. 
Applying provisions as to enforcement of 
awards to Yugoslavia. 

No. 443. Foreign Compensation (Financial 
Provisions) Order. Enabling Commission’s 
expenses of distribution to be repaid. 
Preliminary draft. National Insurance (Non- 
Participation—Assurance of Equivalent Pen- 
sion Benefits) Regulations. 


DECISIONS OF THE COURTS 
Arbitration 
On a society’s withdrawal from a co-operative 
union the arbitration award ceased to bind it. 
It was unreasonable to suppose that a society 
joining union, and agreeing to submit its 
freedom of trading to arbitration, intended to 
bind itself for all time whether or not it con- 
tinued a member. 
Bellshill & Mossend Co-operative Society 
Ltd. vy. Dalziel Co-operative Society Ltd. 
(2 W.L.R. 580.) 
Contract 
Agreement by plaintiffs to leave their own 
home and share the home of defendants, and 
by defendants to devise house to plaintiffs, was 
binding in law and not a mere unenforceable 
family arrangement. 
Parker v. Clark. (1 W.L.R. 286.) 
Special circumstances were necessary to justify 
imputing to a vendor of land a knowledge that 
purchaser intended to use the land in any 
particular manner. Plaintiff held not entitled 
to damages measured by reference to profit 
obtainable by converting the property; the 
proper measure was the difference between 
purchase price and market value at date of 
breach of contract. 
Diamond vy. Campbell-Jones. (2 W.L.R. 568.) 
Estoppel 
The requirements for establishing estoppel. 
Lowe vy. Lombank Ltd. (1 W.L.R. 196.) 
Factory 
Extent of duty to fence machinery discussed. 
Quintas v. National Smelting Co. Ltd. (1 
W.L.R. 217.) 
Husband and Wife 
In claim under Married Women’s Property 
Act, 1882, and Matrimonial Causes (Property 
and Maintenance) Act, 1958, held that there 
was no prima facie presumption of law that 
wedding presents should be regarded as gifts 
made jointly to the spouses. 
Samson v. Samson. (1 W.L.R. 190.) 
Landlord and Tenant 
A reversionary lease creates an estate, whereas 
an agreement for a future tenancy creates 
merely a set of contractual rights and obliga- 
tions. 
Green v. Bowes-Lyon. (1. W.L.R. 176.) 
Test for assessing measure of damages for 
breach of repairing covenant at common law 
was the amount necessary to put house into 
proper condition for letting in accordance with 
terms of covenant. 
Jaquin vy. Holland. (1 W.L.R. 258.) 
Mortgage 
Where mortgage excluded mortgagor’s statu- 
tory power of leasing unless mortgagee should 
consent in writing, onus was on tenant to 
prove the written consent to grant of tenancy, 
and in absence of evidence of such consent the 
tenancy was not binding on mortgagee. 
Taylor v. Ellis. (2 W.L.R. 509.) 
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Pension Scheme 
On its construction a “change of scheme” 
clause was limited to the employer’s part of the 
contract and did not enable company to vary 
the beneficial interests of its employees; 
therefore, in absence of further contract 
between company and employee, an amend- 
ment of scheme as to nomination of bene- 
ficiaries was not binding on employer. 
In re Alfred Herbert Ltd. Pension and Life 
Assurance Schemes Trusts. (1 W.L.R. 271.) 
Rating 
Organisation not entitled to rating relief 
because hereditament was occupied for 
purposes of trade union not of the trustees. 
Isaac v. Market Bosworth R.D.C. (1 W.L.R. 
277.) 
Making of alterations to a building with 
intention of carrying on a business there when 
completed did not constitute rateable occupa- 
tion or “actual occupation” within meaning 
of Local Government (Scotland) Act, 1947. 
Arbuckle Smith & Co. Ltd. v. Greenock 
Corporation. (2 W.L.R. 435.) See previous 


Town and Country 
On application to set aside an enforcement 
notice alleging non-compliance with con- 
ditions on which permission to develop was 
granted, it was open to justices to quash notice 
if satisfied of any of the three grounds set out 
in Section 23 (4) (a) of Act of 1947. 
Mounsdon v. Weymouth and Melcombe 
Borough Council. (2 W.L.R. 484.) 


Trust for accumulation during lifetime of 
settlor showed intention that no income should 
be distributed during that period and was 
an expression of a “contrary intention” within 
Section 69 (2) of Trustee Act, 1925, negativing 
the power of advancement in Section 32 (1). 
Therefore the statutory power of advancement 
did not apply and no advance could be made 
either of capital or of income during lifetime 
of settlor. 

Inland Revenue Commissioners v. Bernstein. 

(2 W.L.R. 554.) 
Vendor and Purchaser 
Provisions of Section 40 (1) of Law of Property 
Act, 1925, were satisfied by offer in writing 
although letter of acceptance had been lost; 
there was sufficient note or memorandum in 
writing to show intention to make contract. 

Parker v. Clark (supra). 
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The Student’s Columns 


PARTNERSHIP—CAPITAL ACCOUNT ADJUSTMENTS 


IT IS QUITE usual for a partnership agreement to provide 
for the partners’ capital accounts to be fixed—for each 
partner to contribute a fixed amount of capital. When the 
agreement is in such terms a clear distinction can be drawn 
between capital and undrawn profits. Drawings, salaries, 
interest on capital and shares of profit are dealt with in 
the current accounts, the balances of which will be 
constantly fluctuating, whereas the capital balances 
remain fixed, being unavailable for withdrawal except by 
agreement of the partners. 

If changes occur in the constitution of the firm by the 
admission of new partners or the departure of old, the 
original firm really comes to an end and a new firm takes 
its place, although it is often said that the firm “contin- 
ues”’ after the change. Partnership is the result of agree- 
ment and contract and when the contract has been made, 
no new partner can be admitted save with the consent of 
the old ones. The association can be dissolved by a 
partner giving notice to the others or by the death or 
bankruptcy of a member of the firm. Because of the 
expense and other disadvantages of dissolving a firm on 
the death or retirement of a partner, it is often agreed 
that the surviving or continuing partners carry on. 

However, if a change of members takes place for any 
reason, partners in the firm up to the date of change own 
the assets at that date and any newcomer wishing to 
acquire a portion of them must pay the owners according- 
ly» The balance sheet values of assets are frequently below 
current values—as examples property and plant may be 
cited—so that if a partner joined an existing firm on the 
basis of the balance-sheet values, he would be acquiring 
certain rights of ownership without paying the full price 
for them. Similarly, if on death or retirement the out- 
going partner were to be paid out on the basis of the 
balance-sheet values, he or his representatives would 
receive less than the true value of his share in the partner- 
ship. Again, sometimes the balance-sheet values may be 
regarded as higher and not lower than the values which 
should be properly taken on a change in constitution. 
For example, the figure for debtors on the balance sheet 
of a firm may not be accepted by a new partner on the 
grounds that it contains sums due from some doubtful 


debtors: he might insist that proper provision be made 
for the contingency before he assumes partnership. The 
provision would be charged in effect against the existing 
partners, so that their rights of ownership would be more 
accurately measured than before. Goodwill is usually 
instanced as the item to be especially considered, and 
often adjusted, in fixing the valuation of the net assets 
of the firm on a change in the partners, but revaluation 
of other assets or liabilities may be warranted, as we 
have indicated for property, plant and debtors. 

On dissolution of the partnership any partner may 
require that assets of the firm be sold. But a mere change 
in the constitution of the partnership, as when a partner 
leaves, does not usually mean dissolution; much more 
often the firm will “continue.” The outgoing partner will 
require a proper credit for his share of the net assets of 
the partnership. The simple way is to revalue the assets 
(and liabilities) including goodwill, taking the surplus 
or deficiency to the respective capital accounts of the 
partners in the ratio in which profits or losses are shared. 
Taking the case in which the valuation shows a rise in 
total values, the stake of each partner in the possessions 
of the firm has been increased, and the capital accounts 
should therefore be credited, as they have to house the 
total claim which each partner has on the net assets. Put 
simply, if the assets side of the balance sheet is increased, 
the capital accounts on the liabilities side must be 
correspondingly increased. 

Very often it is not desired, notwithstanding the revised 
values, to alter the book values of assets (and liabilities) 
but to give effect to the changes in values by operating 
only on the capital accounts—the operations are short- 
circuited. Such a direct series of entries in the capital 
accounts obviates the necessity for altering values up 
and/or down elsewhere in the accounts: the changes 
consequent upon the introduction or departure of a 
partner will be reflected in the accounts which signify 
ownership and claims to the net assets of the firm— 
namely, the capital accounts. 

In the next issue we shall consider a recent examination 
question on this subject. 

(To be concluded.) 
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CAPITAL ALLOWANCES ON PLANT 
AND MACHINERY 


THE TERM “plant and machinery” was considered in 

detail in the case of Maden & Ireland v. Hinton (1958 

T.R. 321, C.A.) when the Court of Appeal approved the 

definition: 
Complete mechanical equipment, or apparatus, machines, 
implements, etc., necessary for carrying on some specific 
industrial operation. 

Sellers, L.J., when discussing the matter in more detail, 

said: 
In the course of manufacture many things have to come 
into use, most frequently in these days some machinery 
and in association with machinery, various implements, 
tools and equipment in order to make the machinery 
effective, to work in conjunction with it, and to produce 
the finished product. The word which is commonly used 
is “plant’’ to describe the equipment, utensils, machinery, 
articles which are directly used in the process of manu- 
facture, in the making of an article or part of an article. 
They are the tools of the trade. Whether they are to be 
described as “‘plant’’ or not seems to me to depend on the 
use to which they are put. Many things may be bought, 
expenditure may be made on all sorts of articles, some of 
which may be put to the direct process of manufacture, 
others of which may be used indirectly or for some other 
purpose. If that test is right, the conclusion does not de- 
pend on the size, the weight, the strength or the weakness, 
the durability or the length of serviceable use, of the 
particular article; it is the purpose to which it is put. 
Machine tools in some processes may be worthless after 
being used once, or may have a very short life, but if 
they are a vital part of the plant, then, as I see it, they 
would be regarded as plant if they were not in fact part 
of the machinery. 

The above remarks illustrate how difficult it is to define 
the term “plant and machinery.” This difficulty, however, 
is not the only one presented by Section 279 and the 
immediately following Sections of the Income Tax Act, 
1952. The original provisions have been amended 
several times, so that now the answers to the following 
questions determine the investment and/or initial allow- 
ance received: 

(i) Is the item of plant and machinery acquired new 

and unused or second-hand? 

(ii) If the item purchased is a road vehicle, is it of a 

type commonly used as a private vehicle? 

(iii) What was the date of purchase? This date will fix 

the rate of the investment and/or initial allowance. 

(iv) In which basis period does that date fall? The 

basis period must be ascertained so that relief will be 

given in the correct year of assessment. 

(v) What was the cost of the plant? Any expenditure 

on altering an existing building incidental to the in- 
stallation of plant is included as part of the cost of the 
plant; any subsidy or grant from a government 


department, local authority or any other person must 

be deducted from the cost. 

As to (i) above the investment allowance can be given 
only on new (that is, unused) plant and machinery; if 
the plant and machinery has been used, the initial allow- 
ance only can be claimed. As to (ii), the investment 
allowance cannot be claimed on road vehicles except of a 
type not commonly used as private vehicles and unsuit- 
able to be so used, or provided wholly or mainly for hire 
to or for the carriage of members of the public in the 
ordinary course of trade. As to (iii) the investment 
allowance was withdrawn except for certain limited 
expenditure (principally on ships and heating insulation 
and heat-saving equipment) between February 18, 1956, 
and April 7, 1959, both dates inclusive. On expenditure 
between April 14, 1958, and April 7, 1959, an initial 
allowance of 30 per cent. could be claimed. In respect of 
expenditure after April 7, 1959, where the investment 
allowance can be claimed, the reliefs are an investment 
allowance of 20 per cent. and initial allowance of 10 per 
cent. of the cost. Where the investment allowance cannot 
be claimed, an initial allowance of 30 per cent. may be 
claimed. 

The following illustrations show the variations that 
may occur when answering each of the five questions set. 
In each case the business has been in operation for many 
years and accounts are made up to December 31. 


Illustration (1) 
Two items of plant (not road vehicles) each costing £1,000 
were acquired on June 30, 1959. Item (a) was purchased 
direct from the manufacturer new and unused. Item (5) was 
purchased second-hand. 
(a) (d) 
£ £ £ 
Cost, June 30, 
1959... 
1960/61 allow- 
ances: 
Investment allow- 
ance 20 per cent. 
Initial allowance 
10 per cent. 


1,000 1,000 


Initial allowance 30 
100 percent... 


200 
300 
300 
Carried forward 
subject to an- 
nual allow- 
ances .. 


900 700 


Illustration (2) 

Two motor lorries were purchased each costing £1,000 on 
June 30, 1959. Item (@) was acquired new and unused; 
item (b) was purchased second-hand. The investment and/or 
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initial allowances would be as in illustration (1). If, how- 


ever, the vehicles had been motor cars (not used for hire 
or carrying the public in the ordinary course of trade) 
instead of lorries, the allowances would have been: 


Cost June 30, 1959 .. 1,000 

1960/61 allowances: 

Initial allowance 30 
percent. .. at 300 


Carried forward sub- 


ject to annual allow- 
ances ig 700 


Illustration (3) 


Two pieces of plant were purchased, (a) on February |, 
1959, (6) on June 1, 1959, both new and unused: 


Notices 


The monthly meeting for Bible reading and 
prayer of the Accountants’ Christian 
Fellowship will be held at 12.30 p.m. on 
Monday, May 2, in the vestry of St. Mary 
Woolnoth Church, London, E.C.3. The 
scripture for reading and thought will be 
James, Chapter 1, verses 19 to 25 (doers of 
the word and not hearers only). 


Among a number of courses arranged by the 
Department of Management Studies of the 
Regent Street Polytechnic are one on 
Management Accounting and one on 
Financing Business, each lasting one week 
from 10 a.m. to 5 p.m. daily. The Manage- 
ment Accounting course starts on May 30, 
and is designed for accountants and senior 
executives. It makes almost exclusive use of 
case studies and includes a session on 
“Business Games.” The fee is £5 5s. The 
course on Financing Business opens on 
July 4, and the fee is £3 3s. Applications 
should be addressed to the Head of the 
Department at St. Katharine’s House, 194 
Albany Street, London, N.W.1. 


A new desk model bookkeeping machine 
(model 160) is announced by the National 
Cash Register Co. Ltd. It is designed to 
perform all bookkeeping and adding-listing 
work of a small to medium-sized business. 
It has the “live keyboard”: all amount keys 
are electrified so that on their being pressed 
the machine operates instantly. Addition 
and subtraction are performed automatically 
in the appropriate columns, and adjustments 
are quickly made by a change in the 
removable programme bar. Statement, 
ledger and journal are produced simul- 
taneously, and other features simplify 
insertion and placing in position of forms, 
change or repetition of date, printing of 
balances and totals, and independent 


1960 


Cost, February 1,1959 1,000 
Cost, June 1, 1959 .. 

1960/61 allowances: 

Initial allowance 30 


(a) (6) 
£ 


Investment allowance 


4 per cent. 300 20 per cent. 200 
1,000 Initial allowance 
’ 10 per cent. 100 100 
300 
300 Carried forward sub- —— 
or ject to annual allow- 
ances a 700 900 


Question (iv) and its implications, important in the 
early and closing years of a business and if there is a 


later article. 


spacing of forms and listing tape. The 
machine can be equipped also to punch data 
into tape or cards. 


Bulmers (Calculators) Ltd. Educational 
Division has been formed to co-operate with 
teaching staffs and to provide, free of 
charge, machine operating tuition, tech- 
nical and advisory services. The division has 
obtained the services of Dr. E. Kerr, B.sc., 
PH.D., head of the Department of Mathe- 
matics at Salford, as consultant. He will also 
prepare a series of bulletins covering modern 
techniques and numerical methods. . The 
company will sell machines for use in 
educational establishments at a substantial 
discount—an instance given shows a saving 
of 39 per cent.—and will rent at low educa- 
tional rates. Special consideration will be 
given to co-operating with short experi- 
mental courses to try out equipment. 


British Olivetti announces a cut of £10 in the 
price of its Elettrosumma 22, which will 
now sell at £79 15s. Od. A reduction in price 
made as recently as last September doubled 
the sales of this electric adding/listi® 
machine within four months. 


change in the accounting date, will be dealt with in a 


The 1961 Government Pension Scheme is the 
subject of a one-day conference to be held 
at the Connaught Rooms, London, on 
May 24. Delegates will be given ample 
opportunity to discuss the many and com- 
plex factors governing the decision whether 
or not to contract out. Particulars can be 
obtained from the British Institute of 
Management, 80 Fetter Lane, London, 
E.C.4. 


A non-resident course on the Business 
Application of Electronic Computers is to be 
held in London by Computer Consultants 
Ltd. for three weeks beginning May 9. It 
will aim at imparting first-hand practical 
knowledge rather than theory. The first 
week’s programme is intended for those new 
to the subject; students who already have 
had some experience of computers may 
enrol for the last two weeks only. The size 
of each class will not exceed twenty. The fee 
is five guineas per person per day, with a 
progressively reduced rate of one guinea 
daily per head for additional staff from the 
same organisation. A detailed syllabus can 
be obtained from the organisers, Cecil 
Court, London Road, Enfield, Middlesex. 


C.A.E.S.S. 


The Institute of Chartered Accountants in England and Wales 
has founded the 
Chartered Accountants Employees Superannuation Scheme 
to enable pensions to be provided for your staff. 
The opportunity now exists for all eligible firms, however 
small, to enjoy the advantages of a large superannuation 
scheme. 


Write to: The Scheme Secretaries 
8 Boston Avenue, Southend-on-Sea, Essex 
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President: FREDERICK BIDSTON, F.a.c.c.A., F.C.Ls. 


Vice-Presidents: STANLEY A. SPOFFORTH, F.c.a., F.c.1.s. 
JOHN WOOD, F.c.a., A.A.C.C.A., A.C.LS8. 


Secretary: A, A. ARNOLD, F.c.1.s. 


Membership of the Institute is open only to applicants who have passed either the examinations 
conducted by the Institute of Taxation or the Final examinations of certain professional bodies. 


Fellows and Associates receive: a textbook, annotated copies of Finance Acts, half-yearly Digests of 
Tax Cases and monthly circulars on special taxation subjects. 


Students and others may subscribe to a scheme under which they receive all the publications except 
that the circulars are not issued monthly, but as and when important new taxation subjects arise. 

Examinations for Fellowship and Associateship are held half-yearly. Copies of past Associateship 
Examination papers, with suggested answers, are available at 3s. gd. each post free. 


Full particulars may be obtained from: 


THE SECRETARY 
THE INSTITUTE OF TAXATION, CLIFFORD’S INN, LONDON, E.C.4 


MYERS 


OFFICE EQUIPMENT 


timiteo 
(LATE MYERS OF MOORGATE) 


68 NEW BOND STREET, W.i 
Telephone: MAYfair 0977/8 


Board Room and Executive Office Suites 
Specially Designed 


General Office Furniture 

Filing Cabinets—Cupboards—Shelving 
Canteen Equipment 

Drawing Office Supplies 
Carpets—Linoleum—Rubber Flooring 
Renovations and Removals 


Complete schemes submitted 
without commitment 


— 


JORDAN & SONS, LIMITED 


Company Registration Agents 
Printers and Publishers 


COMPANY REGISTRATION 

The experience accumulated in nearly 100 years of 
Company Registration is at the service of the 
Profession in connection with all matters incidental 
to the Incorporation of Companies. 


COMPANY PRINTING 

Jordan & Sons Limited have special facilities for the 
rapid and careful printing of Memorandums and 
Articles of Association, Prospectuses and supporting 
documents, Share Certificates, Dividend Warrants, 
Debentures, Reports and Balance Sheets, Notice of 
Meetings, Resolutions, etc. 


» COMPANY REQUISITES 

Jordan & Sons Limited can supply at short notice 
Company Seals, Registers of Members and Minute 
Books in bound volumes or loose leaf, Account 
Books, Analysis Books, Nameplates and Rubber 
Stamps. 


JORDAN & SONS LIMITED 


116 CHANCERY LANE 
LONDON, W.C.2 


Telephone: FLEet Street 8941 (6 lines) 
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For the first time, a machine is available 
at realistic cost which offers unlimited 
breakdown facilities. Designed by an 
accountant exclusively for use by 
practising accountants, the SWEDA desk 
analysis machine speeds audit routine 
and cuts costs by as much as 50 per cent. 
Study these advantages. 


HAVE YOU A 
STAFF PROBLEM 


@ Does not require trained operator 


@ Gives accurate results 
om 345-00 @ Cuts analysis time by as much as 
en 
~* 124-00 @ Can be used in the office by anyone 
me et after only ten minutes instruction 
@e 
+ 035-10-0 @ Keyboard entry capacity 
£9,999 19:11 
0 @ Full ‘working paper’ information 
always available 
a tena @ Each item printed under requisite 
analysis column heading 
@ Grand total of all items 
255-0-02 @ Prints individual totals of analysis 
columns 
5 m* 223-0-02 @ Prints automatic cross-cast of an- 


2 299-7-0Z alysis columns 


** 3935-13-61 


Audit ro}l 
showing total 
and sub-totals 


L 
0043 


Le 


004? tine 


cose 


LONDON OFFICE MACHINES LTD pean on age terms for er 
: than £3 a week, this unique machine 
Terminal House, Grosvenor Gardens, London, SW1 is built for YOU. Write for details 
Phone: SLOane 0407 (4 lines). ... or better still ring your nearest 
Branches at Belfast Birmingham Bristol Dublin Edinburgh Glasgow L.O.M. Branch for a demonstration. SWEDA 
Leeds Manchester Newcastle Norwich Nottingham Southampton 
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The Institute of Chartered Accountants 
in England and Wales 


Meetings of the Council 


AT SPECIAL AND ordinary meetings of the 
Council held on Wednesday, April 6, 1960, 
at the Hall of the Institute, Moorgate Place, 
London, E.C.2, there were present: Mr. C. 
U. Peat, M.c., President, in the Chair; Mr. 
S. J. Pears, Vice-President; Mr. C. Percy 
Barrowcliff; Mr. W. L. Barrows; Mr. J. H. 
Bell; Mr. H. A. Benson, c.B.£.; Mr. P. F. 
Carpenter; Sir William Carrington; Mr. 
G. T. E. Chamberlain; Mr. J. Clayton; Mr. 
C. Croxton-Smith; Mr. W. G. Densem; 
Mr. S. Dixon; Mr. W. W. Fea; Mr. J. 
Godfrey; Mr. G. G. G. Goult; Mr. P. F. 
Granger; Mr. L. C. Hawkins; Mr. J. S. 
Heaton; Mr. D. V. House; Sir Harold 
Howitt, G.B.£., D.S.0., M.c.; Mr. P. D. Irons; 
Mr. H. O. Johnson; Mr. W. H. Lawson, 
c.B.E.; Mr. H. L. Layton; Mr. R. B. Leech, 
M.B.E.; Mr. R. McNeil; Mr. J. H. Mann, 
M.B.E.; Mr. R. P. Matthews; Mr. W. 
Bertram Nelson, c.B.£.; Mr. W. E. Parker, 
c.B.E.; Mr. P. V. Roberts; Mr. L. W. 
Robson; Sir Thomas Robson, M.B.£.; Mr. 
G. F. Saunders; Mr. K. G. Shuttleworth; 
Mr. C. M. Strachan, 0.B.£.; Mr. J. E. Talbot; 
Mr. D. Steele; Mr. A. D. Walker; Mr. 
A. H. Walton; Mr. V. Walton; Mr. M. 
Wheatley Jones; Mr. E. F. G. Whinney; 
Mr. J. C. Montgomery Williams; Mr. R. P. 
Winter, c.B.E., M.c.; Mr. E. K. Wright; 
Sir Richard Yeabsley, c.B.£. 


Welcome to a New Member 

The President welcomed Mr. David Steele, 
F.C.A., Who was attending for the first time 
as a member of the Council. 


Annual Report and Accounts for 1959 

The annual report of the Council and the 
accounts of the Institute for the year 1959 
were approved for issue to members of the 
Institute. 


Banquet in Guildhall 

The banquet for members of the Institute 
will be held in Guildhall on Monday 
October 10, 1960, and not on October 14 
as previously announced. An invitation to 
purchase tickets will be issued to members in 
due course. If necessary, places will be 
allotted by ballot after the closing date to be 
specified. Members are requested not to 
communicate with the Secretary on this 
matter until the invitation to apply has been 
issued. 


Advertisements for Staff 
A considerable number of enquiries has 


been received at the Institute as to the 
propriety of the insertion by members or 
their firms under their own names of press 
advertisements for staff which are presented 
in such a manner that in giving particulars 
of the duties for which applicants are 
required the advertisements could be con- 
sidered to approach closely to advertising 
the activities of the members or their firms. 

The Council recognises that the attrac- 
tion of suitably qualified staff of necessity 
requires adequate description of the func- 
tions to be performed and that, particularly 
in times of intense competition for accoun- 
tancy staff by commercial concerns, this 
description can only be effective in adver- 
tisements for staff if they are made in terms 
and printed in type which will attract the 
attention of appropriate applicants. At the 
same time the Council considers that the 
size of advertisements should be kept within 
modest dimensions and that the name and 
address of the member or firm should be 
printed in unobtrusive type. In other words 
the Council emphasises that an advertise- 
ment for staff either for the member’s own 
office or on behalf of clients should conform 
to professional standards of good taste and 
that its form and contents should not be 
such as to warrant a suggestion that it is a 
method of bringing the activities of the 
member or firm concerned to the notice of 
the public. 

This statement is in amplification of the 
Council statement reproduced in the 
Members’ Handbook, section E 3, paragraph 
1, (3) @ and (6d). 


Charities Bill 

A memorandum has been submitted to the 
Lord Chancellor on behalf of the Council 
drawing attention to certain matters arising 
on the Charities Bill. 


Appointment to Committees 

Mr. D. Steele, F.c.A., was appointed to serve 
on the Articled Clerks Committee and the 
District Societies Committee. 


Trustee Savings Banks Inspection Committee 
The Council appointed Mr. W. G. Densem, 
F.C.A., to be a member of the Trustee 
Savings Banks Inspection Committee for 
the period May 21, 1960, to November 20, 
1961, in succession to Mr. G. R. Freeman, 
C.B.E., F.C.A. 
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Exemption from the Preliminary Examina- 
tion 
Two applications under bye-law 79 for 
exemption from the Preliminary Examina- 
tion were acceded to. 


Reduction in Period of Service under Articles 
Two applications under bye-law 61 for a 
reduction in the period of service under 
articles were acceded to. 


Exemption from the Intermediate Examina- 
tion 
One application under bye-law 85 (5) for 
exemption from the Intermediate Examina- 
tion was refused. 


Registration of Articles 
The Secretary reported the registration of 
187 articles of clerkship during the last 
month, the total number since January 1, 
1960, being 672. 


Fellowship 
The Council acceded to applications from 
fifteen associates to become fellows under 
clause 6 of the Supplemental Royal Charter. 


Admission to Membership under the Scheme 
of Integration 
The Council acceded to an application from 
one member of the Society of Incorporated 
Accountants for admission to membership 
of the Institute pursuant to the scheme of 
integration referred to in clause 34 of the 
Supplemental Charter. 


Members Commencing to Practise 
The Council received notice that the 
following members had commenced to 


practise: 
ALLINGTON, NEVILLE SYLVESTER HYMAN; 
A.c.A., 1958; (S. 1955); 29 Heathfield 


Avenue, Wallisdown, Parkstone, near Poole, 
Dorset. 
BERLYN, GERALD; A.C.A., 1960; 2 Kingshold 
Road, Hackney, London, E.9. 
CLARKE, JAMES GORDON, B.A.; A.C.A., 1952; 
(Clarke & Co.), 117 Hagley Road, Edgbas- 
ton, Birmingham, 16. 
Cooper, BERNARD MICHAEL; A.C.A., 1957; (*D. 
Woolfe & Co.), Lloyds Bank Chambers, 223, 
Edgware Road, The Hyde, London, N.W.9. 
Curry, JOHN HUNT; F.S.A.A., 1960; A.S.A.A., 
1928; Cherry Tree Bungalow, Madeira Road, 
Colwell Bay, Freshwater, Isle of Wight. 
GiLmMore, GEOFFREY FREDERICK; A.C.A., 1960; 
(Gilmore & Co.), 12 Walmer Gardens, 
Edgware, Middlesex. 
GOosLING, JAMES NORMAN; F.C.A., 1960; A.C.A., 
1939; 61 Tilehouse Green Lane, Knowle, 
Solihull, Warwickshire. 
GRENSIDE, JOHN PETER; F.C.A., 1960; A.C.A., 
1948; (*Peat, Marwick, Mitchell & Co.), 
11 Ironmonger Lane, London, E.C.2. 
Hitt, HAROLD EDGAR; F.C.A., 1960; A.C.A., 
1936; (Collins & Collins), 19 High Street, 
Andover, Hants. 
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Hope, BRIAN; A.C.A., 1959; 13 Priory Place, 
Doncaster. 

KENT, FREDERICK CHARLES, B.SC.(ECON.); 
A.C.A., 1956; 37 Canterbury Avenue, Sidcup, 
Kent. 

MEAD, MICHAEL FREDERICK; A.C.A., 1958; 
(S. 1955); (E. T. Mackrill & Co.), 19 College 
Road, Harrow-on-the-Hill, Middlesex, and 
at Berkhamsted. 

Meapows, Cyrit GEORGE; A.C.A., 1955; 
(Nash & Co.), Parkstile Chambers, Market 
Street, Kettering, Northants. 

HERBERT ANTHONY; A.C.A., 1957; 
Steam Mill Cottage, Wellow, near Bath. 
Rix, GEOFFREY PHILIP; A.c.A., 1958; (Greene, 
Clements & Co.), 20 Bloomsbury Square, 

London, W.C.1, and at Enfield. 

§SAappeR, PETER MICHAEL; (1958); A.S.A.A., 
1957; 86 Old Fort Road, Shoreham-by-Sea, 
Sussex. 

Scott, ANTHONY DOUGLAS; A.C.A., 1958; (S. 
1957); 12 Olive Gardens, Low Fell, Gates- 
head, 9. 

SmitH, JOHN WALLACE, B.SC.(ECON.); A.C.A., 
1960; (Arthur J. Smith & Co.), 8 Kew Road, 
Richmond, Surrey. 

SmitH, VICTOR; A.C.A., 1960; (Victor Smith 
& Co.), 6 Deerhurst Road, London, N.W.2. 

THORPE, HEREWARD; A.C.A., 1955; 35 Church 
Street, Pendleton, Salford, 6. 

WILLIAMS, PETER JOHN; A.C.A., 1959; 28 Chest- 
nut Avenue, Kenilworth, Warwickshire. 
WILSON. JOHN VENTRESS; A.C.A., 1957; (Hillier, 
Hopkins & Wright), 100 Fore Street, 

Hertford. 


Admissions to Membership 
The following were admitted to membership 
of the Institute: 


Birksy, JOHN Davin; A.c.A., 1960; 7 Wood- 
hall Park Grove, Stanningley, Pudsey, 
Yorks. 

§BRADLEY, PETER ROWLAND; A.S.A.A., 1960; 
Plaza de la Cebada 9, Madrid, 5, Spain. 
Bray, MICHAEL; A.c.A., 1960; 2 Latimer Road, 

Cropston, Leics. 

BUTLER, THOMAS ANDREW; A.C.A., 1960; with 
Barker, Smiles & Co., 6 Grafton Street, 
London, W.1. 

CrossLey, ALAN STANSFIELD; A.C.A., 1960; 
297 Stand Lane, Radcliffe, Manchester. 

FERNANDO, RIENZI FELIx MORITZ; A.C.A., 
1960; Agnes House, Katana, Ceylon. 

GreGG, ANTHONY JOHN; A.C.A., 1960; 114 
Paston Lane, Peterborough, Northants. 

Happon, Davip, A.c.A., 1960; 99 Nansen 
Road, Leicester. 

KERCHER, PETER FRANCIS; A.C.A., 1960; 33 
Potley Lane, Corsham, Wilts. 

§LANGHOUT, JOHANNES; A.S.A.A., 1960; c/o 
University of Natal, Pietermaritzburg, S. 
Africa. 

MARSHALL, JOHN DENT; A.C.A., 1960; 35 The 
Grove, Marton, Middlesbrough. 

MILLar, KerrTH MALCOLM HEDLEY, B.A.; A.C.A., 
1960; Langleys, Old Avenue, Weybridge, 
Surrey. 

Moir, IAN JAMES; A.C.A., 1960; Lake Vyrnwy 
Hotel, Via Oswestry, Salop. 

RopGER, STANLEY, B.COM.; A.C.A., 1960; 11 
Mons Avenue, Hebburn, Co. Durham. 

§ROTHWELL, Davip WILLIAM; A.S.A.A., 1960; 
22 Linden Road, Emmarentia Ext., Johan- 
nesburg, S. Africa. 

RUSSELL, CLIFFORD; A.C.A., 1960; 1 Cromwell 
Road, Walthamstow, London, E.17. 

TeppeR, JOHN ARTHUR; A.C.A., 1960; 66 
Winkworth Road, Banstead, Surrey. 


Readmission to Membership 
Subject to payment of the amounts required 
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by the Council, one former member of the 
Institute was readmitted to membership 
under clause 23 and one under byelaw 38. 
One application under clause 23 and one 
under byelaw 38 were refused. 

It was reported to the Council that the 
following readmission, made at the Council 
meeting on March 2, 1960, subject to pay- 
ment of the amount required, had become 
effective: 

Davis, Ivor HENRY, A.C.A., Engineering and 

— Ltd., Casilla 2287, Santiago, 

le. 


Change of Name 

The Secretary reported that the following 
changes of name haye been made in the 
Institute’s records: 


LIONEL WALTER BopINetz to LIONEL WALTER 
BRADEN. 

Davip MARTIN MEHLMAN to Davip MARTIN 
MELMAN. 

Max SULZBACHER to MAX BAKER. 

ARNOLD WITZLER to ARNOLD WINTER. 


Resignation 
The Council accepted the resignation from 
membership of the Institute of: 


TAYLOR, Percy JERVIS; B.COM., F.C.A., (Jervis 
Taylor & Co.), King’s House, 42 King 
Street West, Manchester, 3. 


Deaths of Members 
The Council received with regret the 
Secretary’s report of the deaths of the 
following members: 


ALABASTER, JAMES WILFRED, F.C.A., Bognor 
Regis. 

BAKER, PETER REGINALD, A.C.A., London. 

Bassett, FRANCIS JOHN, F.C.A., London. 

BewLey, ARTHUR, F.S.A.A., Llandudno. 

BULLETT, ROBERT FRANCIS, F.C.A., London. 

CHAPMAN, FRANK Epwin, A.c.A., Liverpool. 

Coope, WILLIAM RONALD, F.C.A., Nottingham. 

FELTHAM, HAROLD LEOPOLD, M.M., A.C.A., 
Bristol. 

Fine, ARNOLD, A.c.A., London. 

GoopcuiLpD, Percy JAMES, F.c.A., London. 

GREEN, GEOFFREY CHARLES VESPER, F.C.A., 
London. 

Haynes, SIDNEY PHILIP, F.C.A., Birmingham. 

HOLMAN, WILLIAM JOHN, F.C.A., Croydon. 

JOHNSON, FREDERICK ERNEST, A.C.A., Johannes- 
burg. 

JOHNSON, WILLIAM ALLOTT, F.c.A., Dewsbury. 

JONES, FRANK ERNEST CUTLER, B.A., F.C.A., 
Heathfield. 

Keecer, HENRY EDWARD, F.C.A., Weston- 
super-Mare. 

LarK, ALBERT ERNEST, F.C.A., Great Yar- 
mouth. 

LAWLER, JOHN JOSEPH, J.P., F.C.A., Southport. 

LittLe, EDWARD STANLEY, F.C.A., Carlisle. 

LONGMORE, CHARLES GEOFFREY, A.S.A.A., Cape 
Town. 

MACKENZIE, JAMES STREETER, A.C.A., Bath. 

MATTHEws, CyriIL HALEY, F.c.A., Yeovil. 


Denotes member in practice. 

Means “incorporated accountant 

irms not marked ¢ or * are composed wholly of 
members of the Institute. 
+ Against the name of a firm indicates that the firm, 
though not wholly composed of members of the In- 
stitute, is composed wholly of chartered accountants 
who are members of one or another of the three 
Institutes of chartered accountants in Great Britain 
and Ireland. 
* Against the name of a firm indicates that the firm is 
not wholly composed of members of one or another 
of the three Institutes of chartered accountants in 
Great Britain and Ireland. 


Nixon, Ceci, DEARDEN, F.C.A., Addlestone. 
Norris, ALBIN TOM, F.S.A.A., Taunton. 
Povey, CHARLES ALFRED, F.C.A., London. 
PRESTON, GEORGE, F.C.A., Coventry. 
ROWLATT, THOMAS ERNEST, A.C.A., Kenton. 
STAMFORD, RALPH WADSWORTH, F.C.A., Brad- 
ford. 
STEPHENS, STANLEY GORDON, F.C.A., London. 
TATTERSALL, JOHN, F.C.A., West Kirby. 
TEALE, HARRY, F.C.A., West Drayton. 
TINDALE, ARTHUR, F.C.A., Guernsey. 
TYTHERIDGE, GORDON CARDIN, T.D., F.C.A., 
Penzance. 
Warp, Epwarb HERBERT, F.C.A., Birmingham. 


Members’ Library 


The Librarian reports that among the books 
and papers acquired by the Institute in recent 
weeks by purchase and gifts are the following: 


Accounting for Inflation; by L. A. Wilk, 
F.C.A. 1960. (Sweet & Maxwell, 35s.) 

Accounting Trends and Techniques . . . 
(American Institute of Certified Public 
Accountants): 13th edn. New York. 1959. 

Audits; by Sir A. E. Cutforth, F.c.a.: 11th 
edn. by A Palmer, F.c.A. and J. C. 
Crawford. 1960. (Gee, 17s. 6d.) 

The Brewing Industry 1886-1951: an 
economic study; by J. Vaizey. 1960. 
(Pitman, 30s.) 

Butterworths Costs Handbook (the Su- 
preme Court Costs Rules, 1959); ed. by 
B. P. Treagus and H. J. C. Rainbird. 
1960. (Butterworth, 32s. 6d.) 

Capital, Interest and Profits; by B. S. 
Keirstead. Oxford. 1959. (Basil Blackwell, 
22s. 6d.) 

Clerical Job Grading and Merit Rating. 
(Office Management Association.) 1960. 
(O.M.A., 35s.) 

The Criminal Prosecution in England; by 
P. Devlin. 1960. (O.U.P., 15s.) 

Directory of Opportunities for Graduates 
1960. (Cornmarket Press.) 1959. (Corn- 
market Press, 8s. 6d.) 

Electronic Business Machines; (ed.) by J. 
H. Leveson. 1959. (Heywood, 45s.) 

Electronic Computers and their Business 
Applications; by A. J. Burton, A.c.a., and 
R. G. Mills. 1960. (Benn, 45s.) 

European Free Trade Association: a guide 
to the Stockholm convention. (Federation 
of British Industries.) 1960. (F.B.L., 
7s. 6d.) 

Hart’s Introduction to the law of Local 
Government and Administration; by 
W. O. Hart: 6th edn. 1957. (Butterworth, 
45s.) 

A Manual of Foreign Exchange; by H. E. 
Evitt: 5th edn. 1960. (Pitman, 21s.) 

National Health Service Hospital Costing 
Returns, year ended 3lst March, 1959: 
Vol. Il—hospitals which operated the 
alternative scheme. (Ministry of Health.) 
1960. (H.M.S.O., 32s. 6d.) 

The New World of Mathematics; by G. A. 
W. Boehm (and others). 1960. (Faber, 
21s.) 

Public Library Finance and Accountancy; 
by E. V. Corbett. 1960. (Library Associa- 
tion, 24s.) 
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The Receiver and Manager in Possession; 
by A. Binnie and B. Manning, F.c.A.: 4th 
edn. 1960. (Gee, 21s.) 

Standard Costing; by J. Batty. 
(Macdonald & Evans, 25s.) 

Statistics of Sources and Uses of Finance 
1948-1958. (Organisation for European 
Economic Co-operation.) Paris. 1959. 
(O.E.E.C., 15s.) 


1960. 


Good Fellowship 
in the District Societies 


MR. C. H. SUTTON, F.C.A., President of the 
East Anglian Society of Chartered Ac- 
countants, occupied the chair at the dinner 
of that Society held at Samson and Hercules 
House, Norwich, on March 18. The com- 
pany included the Lord Mayor of Norwich 
(Mr. M. W. B. Bulman, M.D., M.S., F.R.C.S.); 
Mr. C. U. Peat, M.c., F.c.A. (President of the 
Institute of Chartered Accountants in 
England and Wales); Mr. L. Bruce Lock- 
hart (Headmaster of Gresham’s School, 
Holt); Mr. A. S. Maclver, M.c. (Secretary 
of the Institute); Mr. G. G. Tilsley (Town 
Clerk of Norwich); Vice-Admiral Sir 
Edward Evans-Lombe, k.c.B.; and repre- 
sentatives of other professional bodies and 
of the Inland Revenue. 

The Lord Mayor of Norwich (Mr. M. 
W. B. Bulman, M.D., M.S., F.R.C.S.) proposed 
the toast of the Institute of Chartered 
Accountants in England and Wales. He 
said he was much impressed by the care 
taken by the Institute to get the right type of 
entrant. Accountancy, like medicine, was 
not only a means of livelihood but a pro- 
fession with high ideals. 

Mr. C. U. Peat, M.c., F.c.A. (President of 
the Institute), in response, observed that 
the dinner was a special occasion, in that 
Mr. Sutton was the first ex-Incorporated 
Accountant to become President of a District 
Society since integration; it was a sign of 
the smooth and successful way integration 
had worked, and he congratulated Mr. 
Sutton. This was the last occasion on which 
he would answer to the toast of the Institute 
at the annual dinner of a District Society. 
It had been a wonderful experience visiting 
the District Societies, and had given him the 
opportunity for good two-way talks with 
members of the Students’ Societies. 

During his year of office he had been able 
to get a fairly clear picture of the Institute 
and of some of its more fundamental 
problems. In the process he might have 
stepped on some corns, for which he was 
sorry, but in that a slight breeze of refreshing 
controversy had been roused he was 
delighted. 

The picture he saw was that of a com- 
munity of 33,000 people, bound together by 
strong ties, each of whom mattered in- 
tensely. He was glad that their colleagues, 
the non-practising or industrial and com- 
mercial accountants, were well represented 
on the Council. The greatest problem was 
the training and education of articled clerks, 
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and he was delighted that the Education and 
Training Committee was tackling this 
problem from the roots up. 

In conclusion, he expressed his apprecia- 
tion for the support and companionship of 
the Presidents of the District Societies. He 
also thanked Mr. Maclver, who had been 
an ever-present tower of strength and quiet 
confidence. 

He would end on the note of the con- 
structive good fellowship which had 
surrounded him everywhere in the District 
Societies. Together they could face the 
future with confidence and take advantage 
of the manifold opportunities which this 
rapidly expanding world had to offer. 

Mr. A. N. Myers, F.c.A. (Vice-President 
of the East Anglian Society) proposed the 
toast of the guests. 

Mr. L. Bruce Lockhart (Headmaster of 
Gresham’s School), who responded, said 
that the demand for British accountants 
abroad showed how highly their profession 
was regarded. 


Structure of the Profession 


THE NOTTINGHAM sociETy of Chartered 
Accountants held its annual dinner at the 
Sherwood Rooms, Nottingham, on March 
9, the chair being taken by the President, Mr. 
A. B. Inger, F.c.A. The guests included the 
Rt. Rev. the Lord Bishop of Southwell, the 
Lord Mayor of Nottingham (Councillor 
John Kenyon, J.p.), Mr. A. J. Flint (Judge 
of the Nottingham County Court Circuit), 
Alderman S. P. Hill (Sheriff of Nottingham), 
Mr. J. W. Mee, J P , F.C.A., and many repre- 
sentatives of the professions and commerce. 
The chairman, Mr. A. B. Inger, proposing 
the toast of the City of Nottingham, said 
it was an ancient city with its roots far back 
in history, yet modern in outlook. 
Proposing the toast of the Institute of 
Chartered Accountants in England and 
Wales, Mr. Flint said that the growth of the 
profession since the Institute was 
incorporated by Royal Charter almost 
eighty years ago, had been phenomenal. 
They had widened the scope of their 
activities until now no business and no man 
of property could carry on without them. 
Today the informed citizen knew that a man 
who had acquired the right to put the 
letters F.C.A. or A.C.A. after his name had 
a strong sense of professional honour which 
had been cultivated and fostered for eighty 
years. In a complicated and expanding 
society such as that of to-day both the 
status and character of the learned pro- 
fessions became more and more important. 
Most important was the sense of pro- 
fessional honour which sprang from that 
professional training which the Institute 
insisted upon and that lively sense of 
corporate responsibility. It was once said 
that the Bar was the stepping stone to 
politics. To-day it could be truly said that 
the qualification of the chartered accoun- 
tant was the stepping stone to big business. 
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What lucky people they were, for it was only 
the big business man who could afford to 
travel extensively abroad these days. 

Replying to the toast, Mr. C. U. Peat, 
President of the Institute of Chartered 
Accountants in England and Wales, said it 
had been his ambition during his year of 
office to get a picture of the general structure 
of their profession. It was interesting to note 
that the majority of members were engaged 
partially or wholly on the accounts and 
taxation of small traders and farmers; this 
important group was also responsible for 
training two-thirds of the articled clerks. 
The middle section of members was found 
in medium-sized firms of from four to ten 
partners; such firms represented the long- 
established core of the profession, often 
family partnerships, maintaining excellent 
relations with their articled clerks, for whom 
their kind of practices offered good training 
facilities. Finally they came to the big 
national and international firms, who were 
often regarded with a certain amount of 
suspicion by their colleagues, but who, like 
them, were providing a service demanded 
by national and international trade and 
industry. These firms were responsible for 
training about 10 per cent. of the articled 
clerks. 

“Let me once more underline the fact,” 
added the President, “that the structure of 
our profession is closely related to the form 
of the trading community we serve. In this 
connection the trend of industrial develop- 
ment appears to be towards greater and 
greater concentration, with an unceasing 
threat to the small trader and business man, 
a state of affairs which I believe to be 
against the interests of a considerable 
section of our profession and in the long 
run prejudicial to the national economy and 
morale as a whole.” 

The toast of the guests was proposed by 
Mr. J. W. Mee, and responded to by the 
Bishop of Southwell. 

Proposing the toast of the chairman, Mr. 
P. F. Granger, F.c.A., said that Mr. Inger 
was a non-practising member of the Society. 
Apparently when he was young he decided 
to desert the rather arid operations of prac- 
tice and get himself grazing in the lush 
pastures of industry. In that he had been 
very successful and was now director of 
one of the leading local companies. 


Adaptable Birmingham 


THE ANNUAL DINNER Of the Birmingham and 
District Society of Chartered Accountants 
was held at the Grand Hotel, Birmingham, 
on March 10, with the President, Mr. 
W. F. Tidswell, F.c.a., in the chair. 
Among those present were the Lord 
Mayor of Birmingham (Alderman John H. 
Lewis, 0.B.E., J.P.), the pro-Chancellor of the 
University of Birmingham (Mr. S. F. 
Burman, C.B.E., M.A.), Mr. E. M. Clayson, 
F.c.A. (Chairman and joint Managing 
Director of the Birmingham Post and Mail 
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Ltd.), Mr. C. U. Peat, M.c., M.A., F.C.A. 
(President of the Institute of Chartered 
Accountants in England and Wales), Mr. 
A. S. Maclver, C.B.£., M.C., B.A. (Secretary 
of the Institute), and representatives of the 
professions, finance and industry. 

Proposing the toast of the City of 
Birmingham, Mr. Stephen S. Burman, Pro- 
Chancellor of Birmingham University, began 
by describing the typical Birmingham 
citizen as “a sturdy, hard-working in- 
dividualist, rather more adaptable and less 
stubborn than the northern barbarians and 
mote stable than the southerners. Whether 
he be a master or a workman, if his par- 
ticular trade has shown signs of disappear- 
ing, he has moved into some other trade.” 
Because of that, Birmingham had been 
prosperous. 

Responding to the toast, the Lord Mayor 
of Birmingham, Alderman John Lewis, said 
that within the city alone there were now a 
thousand members of the accountancy pro- 
fession and he thanked them for the support 
they had given to his World Refugee Year 
appeal. 

Mr. E. M. Clayson, Chairman and joint 
Managing Director of the Birmingham Post 
and Mail Ltd., proposing the toast of The 
Institute of Chartered Accountants in 
England and Wales, offered sincere con- 
gratulations to Mr. Tidswell, secretary of 
the company, on his election as President of 
the Birmingham Society. “It is a very great 
honour, and we of the Post and Mail are 
very proud that Birmingham chartered 
accountants have recognised what we have 
known for a very long time—that Mr. 
Tidswell is a very good accountant indeed.” 
The vast spread of the profession over a 
wide field of industry and commerce, 
together with the complexity of modern 
commercial life, must not be allowed to 
weaken professional standards, which were 
still of the greatest importance to all 
accountants, whether they practised, were 
engaged in industry, or merely tried to run 
industry themselves. They were the great 
sheet-anchor of commercial life. 

In his reply Mr. C. U. Peat, President of 
the Institute of Chartered Accountants in 
England and Wales, said that those present 
who had sons or grandsons starting out in 
life realised that the young had a very 
different world to deal with to-day. The 
professions and the services appeared to 
have almost totally lost their attraction from 
the angle of belonging to a community or 
serving the nation. 

Of the 2,680 clerks who entered into 
articles in 1959 two-thirds were articled in 
firms having from one to four partners, and 
within that range of firms the “spread,” both 
in London and the provinces, was fairly 
even over the four sizes of firm. At the other 
end of the scale less than nine per cent. were 
articled in firms having ten or more partners. 
This must all result in wide differences in 
the kind of practical experience which 
articled clerks received. 

The conclusion Mr. Peat drew from these 
figures was that a tremendous responsibility 
rested upon the small firms to ensure suit- 
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able and adequate training for articled 
clerks if the chartered accountants of the 
future were to be worthy of the name. 
Hitherto, the Council of the Institute had 
always regarded the relationship of prin- 
cipal and clerk as essential; but it must be 
admitted that at the present time too many 
principals still did not seem to maintain that 
close interest which should be the basis on 
which articles were entered into. Ex officio, 
as President, Mr. Peat said he was a member 
of the Education and Training Committee 
which was making a thorough study of the 
whole problem. “As an individual,” he 
added, “I am much impressed by argu- 
ments that the Council, through the District 
Societies, must sooner or later try to 
establish something like a recognised 
pattern for the salaries, practical experience, 
study leave, etc., of articled clerks, at least 
in the Districts. I appreciate that principals 
must have reasonable freedom in these 
matters, but, if that freedom is such that 
there is no clear and commendable pattern 
for the arrangements between principal and 
articled clerk, I believe that our whole 
system of recruitment, training and educa- 
tion will gradually fail.’” The same obvious- 
ly applied to the theoretical side of the 
articled clerks’ training. While he did not 
think the Institute could or should make 
itself directly responsible for the theoretical 
instruction of articled clerks, it could not 
escape a general responsibility for the na- 
ture and quality of the facilities available. 
He was speaking on this matter with deli- 
beration, because he had been able to 
discuss the position with students in every 
District Society he had visited so far. The 
problem was at the root of the Institute’s 
future development and demanded in full 
measure the attention which the Parker 
Committee was giving to it. 

The toast of the guests was proposed by 
the Chairman, Mr. Tidswell, and was 
responded to by Mr. D. H. Buchanan, 
Agent of the Bank of England in 
Birmingham. 


Chester Branch Dinner 


THE CHESTER AND North Wales Branch of 
the Liverpool Society of Chartered Ac- 
countants held its annual dinner at the 
Blossoms Hotel, Chester, on March 25, 
under the chairmanship of Mr. T. Sarl- 
Williams, F.C.A. 

Mr. J. M. Temple, 3.P., M.P. (Member of 
Parliament for the City of Chester), pro- 
posed the toast of the Institute of Chartered 
Accountants in England and Wales, and 
said that he had not been surprised to find 
that wherever he had travelled, British 
accountancy was regarded as supreme. 
During his recent visit to Venezuela, he 
had been told of the desire there to diversify 
the economy of the country, based as it was 
today on 90 per cent. of exports coming 
from the oil industry. President Betancourt 
had expressed the wish that more English 


companies would establish factories or take 
up mining concessions. Venezuela was well 
able to finance her share of these develop- 
ments, having a favourable balance of trade 
with Britain and a currency that had not 
been devalued this century. British com- 
mercial interests there ranged from aircraft 
to whisky, and protecting these interests 
British insurance was prominent. Linking 
the two countries there were direct services 
by British airlines and liner shipping, and 
inevitably he had found members of the 
Institute of Chartered Accountants promi- 
nent and highly regarded. 

Mr. P. F. Carpenter, F.c.A. (a member of 
the Council of the Institute of Chartered 
Accountants in England and Wales) 
responded, and brought the company the 
greetings and good wishes of the President 
of the Institute. Accountants, said Mr. 
Carpenter, were sometimes regarded by the 
public as a sinister crowd—eggheads with 
red ink and not red blood in their veins. 

He hoped that many of the mem- 
bers present would attend the Summer 
Course at Oxford, not only for the learning 
to be gained but for good friendships to be 
made. 

The toast of the guests was proposed by 
Mr. Guy Walmsley, F.c.a., and Mr. E. A. 
Harris (President of the Chester and North 
Wales Incorporated Law Society) res- 
ponded. 

Mr. C. J. Peyton, F.c.A. (President of the 
Liverpool Society) proposed the toast of 
the Chester and North Wales Branch. This 
was acknowledged by the Chairman, Mr. T. 
Sarl-Williams, F.c.A. 


Taxation Conference 
at Eastbourne 


THE LONDON AND District Society of Char- 
tered Accountants held a three-day resi- 
dential conference at Eastbourne from 
March 17 to 19 which was attended by 120 
members. Mr. H. Gordon Smith, F.c.a., 
was in the chair, and members were wel- 
comed by Mr. S. J. Pears, F.c.A., Vice- 
President of the Institute of Chartered 
Accountants in England and Wales. 

The Institute, Mr. Pears said in his open- 
ing speech, was very much in favour of 
conferences of this kind, which enabled 
practising members to keep up to date with 
controversial topics. Two points concerning 
relations with the Inland Revenue were 
taken up by Mr. Pears. Following repre- 
sentations from the English Institute, in 
conjunction with the Scottish and Irish 
bodies, the Inland Revenue had agreed to 
return—for the time being at any rate— 
to the traditional procedure of question and 
answer when verifying stock valuations. All 
present were familiar with complaints from 
the Inland Revenue of accountants’ delay in 
submitting computations, just as accoun- 
tants all complained of delay in the offices 
of Inspectors of Taxes, but it was important 
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Classified Advertisements 


Advertisements under “‘ Appointments Vacant”, “Practices & Partnerships”, “Appointments Required”, “Articled 


Clerks”*—eightpence per word. Under “Official Notices”, “Miscellaneous” and other headings—one shilling per 
word. Box numbers—five shillings extra (including the five words in the advertisement). Semi-displayed panels—£4 
per column inch. All terms prepaid. Replies to Box Number advertisements should be addressed Box No. ... c/o 
ACCOUNTANCY, Moorgate Place, London, E.C.2, unless otherwise stated. It is requested that the Box Number 
be also placed at the bottom left-hand corner of the envelope. 


APPOINTMENTS REGISTER OF THE INSTITUTE 
OF CHARTERED ACCOUNTANTS IN ENGLAND 
AND WALES 


Employers who have vacancies for members on their 
staffs and also members seeking new appointments are 
invited io make use of the facilities provided by the 
Institute’s Appointments Register. No fees are payable. 
All enquiries should be ssed to the Appointments 
(@) r, Moorgate Place, London, E.C.2.Tel. Moorgate 


OFFICIAL NOTICES 


TECHNIQUES of Cost Control and Management 
Accounting. Residential course, for Accountants and 
Managers at all levels, with special emphasis on 
Marginal Costing. Held in the Somerset Education 
Committee’s College for Adult Education. May 
9-13. Inclusive fee £7 7s. Od. Details from the Assistant 
Secretary, Dillington House, Ilminster, Somerset. 


APPOINTMENTS VACANT 


A FIRST CLASS POSITION with prespesss is 
available for experienced man _ with artered 
Accountants near Liverpool Street, City. Excellent 
experience, pension, no Sats., salary up to £1,000 
but we want the right man. Box No. 285, c/o 
ACCOUNTANCY. 


A LIGHT engineering company in Lancashire wishes 
to appoint a qualified accountant within the age 
range 25-33, to take complete charge of their Costing 
Department. Applicants should have had a few years’ 
experience in industry, a practical knowledge of 
budgetary control and the preparation and presenta- 
tion of control statistics for Management. This is an 
important appointment at managerial level with an 
expanding company employing 300 personnel, and 
offers considerable scope for advancement. The salary 
offered will be in accordance with age and experience. 
Box No. 313, c/o ACCOUNTANCY. 


A REALLY GOOD POST awaits senior man with 
professional experience with City Chartered Accoun- 
tants who have wide varied practice with interesting 
work. Good salary and prospects. Write fully, Box 
No, 297, c/o ACCOUNT. 


ACCOUNTANTS, qualified and unqualified; re- 
quired by City Chartered Accountants. Salaries, to 
oa applicants, from £900 p.a. Five-day week. 

pplications should state age, experience and 
qualifications. Box No. A720, c/o WALTER Jupp, 
Ltp., 47 Gresham Street, London, E.C.2. 


P. D. LEAKE RESEARCH FELLOWSHIP 


APPLICATIONS ARE INVITED from 
reer members of the Accountancy 
ofession for Spree to a P. D. 
LEAKE RESEARCH FELLOWSHIP fi- 
nanced by the P.D. Leake Trust. The term of 
the Fellowship will be for the year commen- 
cing October 1, 1960, and it may be held in 
the University of Birmingham, the University 
of London, or the University of Oxford, the 
location of the appointment being determined 
by the three universities concerned, in con- 
sultation, after consideration of candidates’ 
preference and research interests. 

The object of the Fellowship is to provide 
facilities for an experi accountant to 
carry out research in subjects with which the 
accountancy profession is directly concerned 
and within the charitable object of the P. D. 
Leake Trust, namely “to benefit and advance 
the sciences of accounting and of political 
economy, including the subject of public 
finance and taxation.”” Only accountants who 
are members of United Kingdom accoun- 
tancy bodies which are recognised for the 
purpose of United Kingdom company law 
are eligible. 

The emoluments of the Fellowship will be 
£2,000, out of which the Fellow will be 
required to meet any consequential expenses 
of his appointment. 

Further particulars may be obtained from 
the Registrar, UNIveRsITy OF BIRMINGHAM, 
Birmingham, 15, with whom applications 
must be lodged by April 30, 1960. 


AUDIT CLERKS. Many vacancies waiting for 
Senior, Semi-senior or Junior. Call Bootu’s AGENCY 
80 Coleman St., Moorgate, E.C.2. 


CANADA 


INTERNATIONAL FIRM OF ACCOUN- 
TANTS immediate vacancies in 
MONTREAL for Chartered Accountants 
aged not over 29 and preferably single. 
Starting salaries $4,500 p.a. and upwards 
depending upon experience with annual ~ 
increments and excellent prospects. Cost of 
passage will be paid subject to certain con- 
ditions. Applications, stating age, education, 
examination record and experience, to Box 
308, c/o ACCOUNTANCY. 


ST. PAUL’S AGENCY LTD. 
160 Cheapside, London, E.C.2. MET 8533 
(Call in or write in— individual attention.) 


Chartered Accountants ...... £800—£1,000 

Auditors with Tax Experience . . £700—£900 

£5 
No Fees for Staff 


AUDIT SENIORS, preferably qualified, required for 
busy office. Varied and interesting work with excellent 
prospects and progressive salary. Full details of age, 
education, qualifications and experience to SELBEY, 
SMITH AND EarLe, 6 Bedford Row, W.C.1. 


CHARTERED ACCOUNTANTS 


A leading firm of International Accountants 
has vacancies in its LONDON Office for 
Chartered Accountants who wish to broaden 
their experience by means of a wide variety 
of professional work. 

ndidates should be aged not more than 
30 and either recently qualified or with up to 
three years’ professional experience since 
qualifying. 

Good starting salaries will be paid and since 
merit is quickly recognised the prospects for 
men of ability are unusually good. 

The firm operates a five-day week and there 
is a pension scheme. 

Pp write, in confidence, with full 
particulars to Box 307, c/o ACCOUNTANCY. 


CHARTERED ACCOUNTANTS in City of London 
have a position vacant as assistant in their department 
dealing with the affairs of Trusts. Commencing salary, 
according to experience, will be in the range £500 to 
£750, with pension scheme, luncheon vouchers, and 
a five-day week. Please write fully to Box No. 312, 
c/o ACCOUNTANCY. 


CHARTERED ACCOUNTANTS, London, with 
wide and varied practice, require a newly-qualified 
accountant for general duties at a salary of not less 
than £900 per annum. Five-day week. Pension scheme 
available. Box No. 315, c/o ACCOUNTANCY. 


CHARTERED ACCOUNTANTS — Price 
Waterhouse & Co., 3 Frederick's Place, Old 
Jewry, London, E.C.2, have vacancies for 
young qualified accountants. Excellent 
prospects and opportunities for broadening 
experience in the profession. 5-day week, 
luncheon vouchers and pension scheme. 


COMMERCIAL ACCOUNTANTS. One or more 
vacancies exist for Accountants, men or women, 
preferably with a recognised qualification who wish 
to make a career in commerce. Age 25 to 30 and 
Salary £750 to £1,000. Based in London in the first 
instance but advancement may require service in the 
provinces. Write giving full details of previous 
experience to Box AC 201, L.P.E., Romano House, 
399/401 Strand, London, W.C.2. 


(continued on page xxxix) 


ACCOUNTANCY STAFF 


AUDIT AND TAXATION ASSISTANTS — ALL GRADES 
COMMERCIAL ACCOUNTANTS 
COST AND WORKS ACCOUNTANTS 
EMPLOYERS 
ARE OFFERED A TIME SAVING, PROMPT, STAFF RECRUITMENT 
SERVICE OPERATED BY AN EFFICIENT PERSONNEL SELECTION 
SYSTEM, AND SUPPORTED BY A LARGE AND CONSTANTLY AUG- 
MENTED REGISTER. (OUR FEES ARE REASONABLE AND COMPARE 
FAVOURABLY WITH ADVERTISING COSTS) 
EMPLOYEES 
ARE OFFERED A CONFIDENTIAL “PERSONAL INTEREST’* METHOD 
OF SECURING NEW EMPLOYMENT THROUGH APPROPRIATE INTRO- 
DUCTIONS. (WE CHARGE NO FEES TO APPLICANTS) 


MERVYN HUGHES & COMPANY 


(ACCOUNTANCY EMPLOYMENT SPECIALISTS) 


(COL. H. D. MUGGERIDGE, O.B.E. A. B. HARRISON. D. P. WILLIS) 
1! WARDOUR STREET, PICCADILLY, W.!. 
GERRARD 0179-0966 OPEN 9.30 A.M. TO 6.30 P.M. SATS. TO | P.M. 


GRESHAM ACCOUNTANTS’ REGISTER 
LIMITED 


(The Profession’s Employment Specialists) 
PRACTITIONERS 
can rely on an efficient and skilled service backed by an intimate 
knowledge of professional requirements. A special interviewing 
service is available to overseas practitioners 
PROFESSIONAL STAFF 
can rely on a wide selection of positions and skilled advice in 
connection with vacancies in all grades. 
COMMERCIAL EMPLOYERS AND STAFF 
are invited to register their requirements, which will receive 
prompt and skilled attention. 


79 Gresham Street (Ist Floor), E.C.2. MONarch 9416 
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that accountants should avoid such delays, 
even when, as so often happened, they were 
due to shortage of staff. 

Mr. J. D. Wells, F.c.A., was the first of the 
two speakers dealing with “Tax Implica- 
tions of Business Growth.” It was often 
said, he began, that there was no such thing 
as a static business: a business must either 
expand or contract, or else become the 
subject of a takeover bid. In a paper that 
covered much ground Mr. Wells went on to 
deal with the importance of accounting dates 
and the benefits of incorporation if a com- 
pany were large enough, and pointed out 
that desirable modifications in surtax and 
estate duty would not affect the main taxa- 
tion yield, which was of course from income 
tax. 

In the second paper on the same subject, 
Mr. James S. Heaton, F.c.a., dealing with 
expanding the business or paying surtax, 
spoke of the provisions of Chapter III of 
Part IX of the Income Tax Act, 1952. 
Among many other topics discussed were a 
number of aspects of company reconstruc- 
tions (including the reconstruction of a 
private concern before it could become a 
public company) and inter-group annual 
payments. 

The final paper was given by Mr. B. R. 
Pollott, M.A., F.C.A., on the deductions 
permissible under Case I of Schedule D, 
with special reference to expenditure dis- 
allowed as being of a capital and not of a 
revenue nature. Mr. Pollott illustrated his 
paper with copious illustrations from cases 
that had been before the courts. 


Chartered Accountants’ 
Benevolent Association 


AT A RECENT meeting of the Executive Com- 
mittee the chair was taken by Sir William 
Carrington, F.c.A., the President of the 


Association, and eight members were 
present. 
Applications for assistance 


Three new applications for assistance were 
considered; in two cases a grant was made 
and in the third case a donation was given. 


Applications for further assistance 

Eighteen cases for further assistance were 
considered. In eleven cases the grant was 
renewed ; in six cases the grant was increased, 
and in one case the grant was reduced owing 
to improved circumstances. 


Special Fund 
One application for further assistance was 
considered and the grant renewed. 


Matters reported 

The Hon. Secretary reported changes in the 
circumstances of seven beneficiaries; in 
three cases the grants were adjusted or 
donations made; in four cases assistance 
was no longer needed owing to improved 
circumstances. 
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The death of two beneficiaries was 
reported; one, aged ninety-one, had been 
assisted by the Association for twenty-three 
years. 


Women Chartered 


Accountants’ Dining Society 
FOLLOWING THE success of the Women 
Chartered Accountants’ Dining Society 
in holding its first meeting outside London 
(when it met in Birmingham recently), the 
women members of the Institute in that 
area are exploring the possibilities of 
arranging further meetings to include the 
women students. The meeting in Birming- 
ham was a sherry party and fork supper 
held on February 20, at which Miss 
Margaret Fox, F.c.A., the Chairman of the 
Dining Society, said that the response to the 
new venture had been very encouraging 
and much greater than expected. 


The Association of English 
Chartered Accountants 
in Scotland 


THE SECOND ANNUAL general meeting of 
English Chartered Accountants in Scotland 
was held in Edinburgh on March 19. 

Mr. M. G. Wittet, F.c.a., the Chairman, 
spoke with appreciation of the facilities 
extended to members by the Scottish 
Institute. 

The following officers and Executive 
Committee were appointed: Mr. M. G. 
Wittet (Chairman), Mr. A. Adamson, 
Mr. H. C. Clarke, Mr. C. F. Cross-Rudkin, 
Mr. G. W. Fletcher, Mr. N. H. Macdonald, 
Miss D. M. Vaughan (Secretary), Mr. K. E. 
Young. Mr. W. T. Riddle was reappointed 
Honorary Auditor. 

After the meeting members saw the 
Unilever film The Electronic Computer in 
Commerce. 


Recruitment of Articled 
Clerks 


REPRESENTATIVES OF THE appointmentts 
boards of most of the universities in the 
United Kingdom accepted an invitation to a 
conference at Moorgate Place on March 
30. The main features of the meeting, which 
was designed to provide information about 
the profession to those guiding under- 
graduates in the choice of a career, were 
an address by the President and a question 
and answer session at which the panel was 
composed of two Council members in 
practice and two in industry, under the 
chairmanship of the Vice-President. 
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Union of Chartered 
Accountant Students’ 
Societies 


FOR THE ELEVENTH year in succession the 
Council of the Institute invited the Liaison 
Committee of students’ societies to a general 
discussion with the President and the Chair- 
men of Council Committees dealing with 
matters affecting articled clerks. 

In response to the invitation a meeting 
was held in London on March 17, with the 
President in the chair, supported by the 
chairmen of the General Purposes, District 
Societies, Articled Clerks and Examination 
Committees of the Council. Students were 
represented by eight delegates, appointed 
by the students societies’ conference last 
December, and the Chairman and Secretary 
of the Union. Officials of the Institute con- 
cerned with articled clerks were also present. 

As usual at these meetings, discussion was 
free, frank and general. The personal views 
of those round the table were given in an 
understanding atmosphere and information 
was exchanged. The subjects discussed in- 
cluded the current problems that cause 
difficulty to articled clerks and to students’ 
societies. 

By way of conclusion, the President stated 
that the matters raised by the representa- 
tives of the students’ societies would be 
reported for consideration by the appro- 
priate committees of the Council and that in 
due course the Council would issue a con- 
sidered statement for circulation by the 
Union to students’ societies. 

The value of these meetings in developing 
constructive suggestions was again obvious, 
and also the function of the annual con- 
ference of the Union of Students’ Societies 
as a means of raising and formulating 
opinion on subjects of importance to 
articled clerks and their training. 


Forthcoming Events 


BRADFORD 
April 22.—Luncheon meeting of Leeds, 
Bradford and District Society. 


BRIGHTON 
April 28.—Annual general meeting. Hotel 
Metropole, at 3.30 p.m., followed by tea 
and a talk on the “Auditor and Stock 
Verification and Valuation,’ by Mr. A. C. 
Simmonds, F.C.A. 


CARDIFF 
Students’ Meetings 

To be heid at the Institute of Engineers, 
Park Place. 

April 22.—*Auditing,” by Mr. W. W. Bigg. 
At 2 p.m. 

April 29.—“The Financial column of The 
Times and the Weekly Statement of the 
Bank of England,” by Mr. C. R. Curtis. 
At 2 p.m. 
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May 6.—‘Equitable Apportionments,” by 
Mr. V. S. Hockley. At 2 p.m. 

May 7.—*Company Law re Prospectuses,” 
by Mr. M. Evans. At 9.30 a.m. 

May 13.—‘Kalamazoo Accounting,” by 
Mr. S. G. Mathews. At 2 p.m. 


CARLISLE 
May 4.—dAnnual general meeting of 
Cumberland Branch. County Hotel, at 
5.30 p.m. 
May 17.—Members’ luncheon. Central 
Hotel, at 1 p.m. 


COVENTRY 
Members’ Meeting 
April 25.—Annual general meeting of 
Coventry Branch. Hare & Squirrei Hotel, 
at 7 p.m. 


DUNSTABLE 
May 23.—Branch Annual General Meeting 
of Beds., Bucks. and Herts. Branch. Halfway 
House Hotel, at 7.30 p.m. 


GRIMSBY 
April 25.—“‘A Report on the Budget Pro- 
posals,”’ presented by Mr. W. McWilliam, 
F.c.A. Members’ luncheon meeting. 


HASTINGS 
Students’ Meetings 

April 22.—‘Branch and Consignment Ac- 
counts” and “Cost Accounting,” by Mr. 
C. J. Russell, A.c.a. Yelton Hotel, White 
Rock, at 2.30 p.m. 

April 30.—*Taxation—Losses,” by Mr. G. 
W. Davies, F.c.a. Yelton Hotel, White Rock, 
at 10.15 a.m. 


HULL 
April 22.—“General Commercial Know- 
ledge” and “‘General Financial Knowledge,” 
by Mr. R. Glynne Williams, F.c.a. Students’ 
meeting. Royal Station Hotel, Paragon 
Square, at 4 p.m. and 6.15 p.m. 


KINGSTON-UPON-THAMES 
May 2.—Meeting of South West London 
Discussion Group. Members’ meeting. 
The Kingston Hotel, Wood Street, at 6.45 
p.m. 


LEEDS 
Students’ Meetings 

To be held in the Conservative Club, South 
Parade. 

April 20.—‘Incomplete Records” and 
“Apportionments in Executorship,”” by Mr. 
D. Rich, A.c.A. Pre-examination session. At 
4.30 and 6 p.m. 

April 27.—‘The Consulting Accountant and 
Industry” and “Management Accounting,” 
by Urwick, Orr and Partners Ltd. At 4.30 
p.m. and 6 p.m. 


LIVERPOOL 
Members’ Meeting 
May 9.—Members’ luncheon. The Consti- 
tutional Club, followed by annual general 
meeting of Liverpool Society. 


Students’ Meetings 

April 20.—‘Auditing,” by Mr. K. S. 
Carmichael, A.c.A. For intermediate stu- 
dents. The Library, 5 Fenwick Street, at 
4.30 p.m. 

April 21.—*‘Management Accounting,” 
by Mr. K. S. Carmichael, A.c.A. For final 
students. The Library, 5 Fenwick Street, at 
4.30 p.m. 


LONDON 

Members’ Meetings 
April 20.—Meeting of North London Dis- 
cussion Group. Russell Hotel, Russell 
Square, W.C.1, at 6.30 p.m. 
April 21.—Meeting of Central London Dis- 
cussion Group. The “Princess Louise,” 
208/9 High Holborn (close to Kingsway), 
W.C.1, at 6 p.m. for 6.30. 
April 27.—Meeting of Management Dis- 
cussion Group. Samson, Clark & Co. Ltd., 
57 Mortimer Street, London, W.1, at 6 p.m. 
May 2.—Meeting of South West London 
Discussion Group. The Kingston Hotel, 
Wood Street, Kingston-upon-Thames, at 
6.45 p.m. 
May 4.—Meeting of Taxation Discussion 
Group. The Cheshire Cheese, 10 Surrey 
Street, W.C.2, at 6 for 6.15 p.m. 
May 11.—Meeting of City Discussion 
Group. The Tiger Tavern, 1 Tower Hill, 
E.C.3, at 6 for 6.30 p.m. 
May 18.—Meeting of North London Dis- 
cussion Group. Russell Hotel, Russell 
Square, W.C.1, at 6.30 p.m. 


Students’ Meetings 
April 19.—Visit to Ford Motor Works. 
Limited number. 
April 20.—Lecture and demonstration of 
Underwood accounting machines. Limited 
number. 
April 21.—**59 Club” theatre party. 
April 25.—Whole Day Course at the 
Institute. Lectures on: ““The Rule of Law,” 
by Mr. C. E. Griffith, LL.B., “Partnership 
Accounts,” and “The Presentation and 
Criticism of Accounts,” by Mr. R. I. 
Slater, B.COM., F.c.A., and “The Basis of 
Assessment under Schedule D,” by Mr. 
Percy F. Hughes (Editor of Taxation). 
April 27.—Lecture and demonstration of 
National Accounting Machines. Limited 
number. 
May 4.—Film and demonstration of Holler- 
ith accounting machines. Limited number. 
May 5.—‘‘The Taverners” supper. 
May 18.—Film and demonstration of 
Powers-Samas accounting machines. Limi- 
ted number. 


MANCHESTER 

Members’ Meetings 
May 9.—*‘Pension Fund or Pension 
Scheme?” by Mr. D. Cornthwaite, F.1.A. 
Luncheon Meeting. The Board Room, 46 
Fountain Street, at 12.45 p.m. 
May 10.—Annual General Meeting of 
Manchester Society. Chartered Accoun- 
tants’ Hall, 46 Fountain Street, at 5.45 p.m. 


Students’ Meeting 
May 5.—Annual general meeting of Man- 


chester Students’ Society. Chartered Ac- 
countants’ Hall, 46 Fountain Street, at 
5.45 p.m., followed by a Film Show of 
films relating to Motor Racing and the 
Frozen Food Industry. 


MIDDLESBROUGH 
April 25.—Annual general meeting of North 
Yorkshire and South Durham Branch. 
Sparks Café Royal, Linthorpe Road, at 
6 p.m. preceded by tea at 5.30 p.m. 


NEWCASTLE UPON TYNE 
May 9.—Annual general meeting of 
Norther Society. County Hotel, at 12 noon. 


NOTTINGHAM 
April 27.—Annual general meeting of 
Nottingham Students’ Society. Elite Cinema, 
at 5.30 p.m. 


Students’ Meetings 

To be held at the Royal Oxford Hotel. 
May 5.—Pre-examination lecture course, by 
Mr. V. S. Hockley, B.COM., C.A., A.A.C.C.A. 
At 6.30 p.m. 

May 6.—Pre-examination lecture course, by 
Mr. V. S. Hockley, B.COM., C.A., A.A.C.C.A. 
At 9.15 a.m. 

May 7.—Pre-examination lecture course, by 
Mr. H. E. Applebee, Li.B. At 9.15 a.m. 


OXFORD 
Members’ Meetings 
May 20. (Friday)—‘‘The Finance Bill,” by 
Mr. John E. Talbot, F.c.a. The Royal 
Oxford Hotel. At 6 p.m. for 6.30. 


READING 
Members’ Meeting 
April 22.—Annual luncheon of Reading and 
District Group. Caversham Bridge Hotel, 
at 1 p.m. 


Students’ Meeting 
April 21.—Annual general meeting of 
Reading branch. 


SHEFFIELD 
Members’ Meetings 
April 26.—Management Accounting meet- 
ing. 
May 1.—Annual Service for members of 
Professional Institutes. Sheffield Cathedral, 
at 3 p.m. 


SOUTHEND-ON-SEA 
May 18.—‘‘Taxation,” by Mr. V. S. 
Hockley, B.COM., C.A., A.A.C.C.A. Students’ 
Whole Day Course. Chamber of Trade, 33 
Victoria Avenue, at 10.30 a.m. 


TRURO 
April 28. Members’ Luncheon. Red Lion 
Hotel, at 1 p.m., followed by annual 
general meeting of Cornwall and Plymouth 
Branch. 


WATFORD 
April 29.—Luncheon meeting of Beds., 
Bucks. and Herts. Branch, Town Hall 
(Small Hall), at 12.30 p.m. 
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WESTCLIFF-ON-SEA 
April 20.—*The Money Market.” Students’ 
meeting. Queens Hotel, Hamlet Court Road, 
at 7.10 p.m. 


WIGAN 
May 19.—Members’ visit to the factory of 
Messrs. H. J. Heinz Co. Ltd., at Kitt Green, 
Wigan. 


WOLVERHAMPTON 
April 20.—**The Estate Duty Affidavit,”’ by 
Mr. B. W. Sutherlanp, F.c.a. Students’ 
meeting. Victoria Hotel, at 6 p.m. 


YORK 
April 19.—‘Incomplete Records” and 
“Apportionments in Executorship,” by 


Mr. D. Rich, A.c.a. Students’ meeting. 
Royal Station Hotel, at 4.30 p.m. and 
6 p.m. 

May 5.—Students’ luncheon meeting. 
Speaker, Mr. N. B. Kay, LL.B.(LOND.). 
The Creamery Restaurant, at 12.45 p.m. 


District Societies 


CHESTER AND NORTH WALES 
BRANCH 
THE FOLLOWING OFFICERS have been elected: 
Chairman, Mr. T. Sarl-Williams, F.c.A.; 
Vice-Chairman, Mr. G. R. Hargreaves, 
F.C.A.; Honorary Secretary, Mr. P. G. Lane, 
A.C.A.; Honorary Treasurer, Mr. G. R. 
Hargreaves, F.c.A.; Honorary Auditor, 
Mr. Frank Hack, F.c.A. 

Mr. Hugh Aldred, F.c.a., Mr. E. Cather- 
all, A.c.a., and Mr. T. Sarl-Williams, F.c.A., 
were re-elected to serve on the Committee. 


GRIMSBY AND 
SHIRE BRANCH 
THE OFFICERS AND committee for 1960/61 are 
as follows: President, Mr. A. A. Beardsall, 
F.C.A.; Chairman, Mr. D. L. Stephenson, 
F.C.A.; Vice-Chairman, Mr. W. McWilliam, 
F.c.A.; Hon. Treasurer, Mr. A. Buckton, 
F.c.A.; Hon. Secretary, Mr. W. S. Warrs, 
F.C.A.; Hon. Librarian, Mr. G. D. Falconer, 
F.c.A.; Deputy Chairman, Mr. L. S. 
Wrightson, F.c.A.; Committee, Mr. T. B. 
Campsie, F.c.A., Mr. B. H. Edwards, F.c.A., 
Mr. E. M. Fisher, F.c.a., Mr. J. R. Gregory, 
F.c.A., Mr. R. B. Heaton, F.c.A., Mr. G. R. 
Smith, F.c.a., Mr. R. A. Steele, a.c.a.; Ex 
Officio, Mr. C. M. Strachan, 0.B.£., F.C.A., 
Mr. K. P. Helm, F.c.a., and Mr. N. 
Townend, F.c.A.; Hon. Auditor, Mr. D. S. 
Garrs, F.C.A. 


NORTH LINCOLN- 


LEEDS, BRADFORD AND DISTRICT 
THE FOLLOWING OFFICERS and committee 
have been elected for 1960/61: President, 
Mr. Rupert Walton, T.D., F.Cc.A.; Vice- 
President, Mr. J. S. Heaton, J.P., F.C.A.; 
Hon. Treasurer, Mr. W. W. Powell, F.c.A.; 
Hon. Secretary, Mr. G. D. Paterson, M.A., 
F.c.A.; members of the Council (ex officio), 
Mr. Victor Walton, F.c.a., and Mr. D. 
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Steele, F.c.A.; Committee, Mr. C. W. 
Allan, B.coM., F.c.A., Mr. J. T. Barraclough, 
B.A., A.C.A., Mr. H. H. Blackburn, F.c.A., 
Mr. H. Bolton, F.c.a., Mr. C. W. Boyce, 
C.B.E., F.C.A., Mr. J. S. Brearley, F.c.A., Mr. 
D. L. Crow, F.s.A.4., Mr. F. Dean, F.C.A., 
Mr. P. H. Dobson, J.P., F.c.a., Mr. W. N. 
Herald, J.P., F.c.A., Mr. T. W. Hibbert, 
F.c.A., Mr. G. N. Hunter, 3.p., F.c.A., Mr. 
L. W. Hustwick, F.c.a., Mr. E. R. Longman, 
F.c.A.. Mr. C. D. North, F.c.a., Mr. L. 
Rank, F.c.A., Mr. W. A. Rawlinson, F.C.A., 
Mr. C. Simpson, F.c.A., Mr. H. L. Simpson, 
F.c.A., Mr. S. Snowball, F.c.a., Mr. B. C. 
Stead, F.c.a., Mr. E. Sugden, F.c.A., Mr. G. 
Tattersall-Walker, F.c.a., Mr. E. Duncan 
Taylor, F.c.A., Mr. D. T. Veale, M.A., F.C.A., 
Mr. R. S. Wainwright, M.A., F.c.A., Mr. G. 
D. Warrington, B.SC., B.SC.(ECON.), F.C.A., 
Mr. G. A. Windsor. 


SOUTHEND-ON-SEA GROUP 

BY INVITATION OF the manager, a party of 
twenty members of the Group, with their 
ladies, and some articled clerks visited the 
Odeon Cinema, Southend-on-Sea, to see an 
exhibition of accounting machines arranged 
by four of the leading manufacturers. The 
party then saw the film Battle of the Sexes. 


WOLVERHAMPTON BRANCH 

THE FOLLOWING OFFICERS have been elected: 
Chairman, Mr. A. M. Baker, F.c.A.; Vice- 
Chairman, Mr. J. S. Holloway, F.c.A.; 
Hon. Secretary, Mr. G. St. C. Wycherley, 
F.c.A.; Hon. Treasurer, Mr. D. H. Burton, 
A.C.A.; Committee, Mr. G. N. Roberts, 
A.c.A., Mr. N. Kirkham, F.c.a., Mr. R. 
Gronow, F.c.A., Mr. J. T. Chaplin, F.c.a., 
Mr. E. M. Tons, F.S.A.A. 


Students’ Societies 


BRADFORD AND DISTRICT 

THE FOLLOWING OFFICERS and committee 
have been elected: President, Mr. W. A. 
Heap, B.A., LL.B., F.C.A. ; Vice-Presidents, Mr. 
K. Russam, F.c.A., and Mr. T. M. Rhodes, 
F.c.A.; Secretary, Mr. E. R. Armstrong, 
A.C.A.; Treasurer, Mr. J. E. Tuke; Assistant 
Secretaries: (Lectures) Mr. M. J. Gilgrass, 
A.C.A.; (Tuition) Mr. W. K. Stow, A.c.A.; 
(Membership) Mr. K. Knight; Librarian, 
Mr. E. S. Gropper, B.A.(coM.); Auditor, 
Mr. W. H. M. Isle, F.c.A.; Committee, Mr. 
J. Cameron, Mr. W. Harrison, Mr. I. L. 
Stainton, Mr. D. P. Sugden, Mr. B. Strain, 
Mr. C. W. Trubshaw. 


LONDON 
News from the Committee 


Membership of the Committee 

MR. D. A. HUGHES, who was invited to join 
the Committee following the resignation of 
Mr. Hartley, was officially welcomed at the 
March meeting. 


General Lectures 
The experiment of starting the Monday 
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evening lectures at 6 p.m. instead of 5.30 
p.m. appears to be bringing slightly more 
encouraging attendances. Just over 200 
members met in the Oak Hall to hear the 
Comptroller and Auditor General give a 
talk on “The System of Control of Govern- 
ment Finance.” 


Speakers’ Course 
Debating prizes for the spring session have 
been awarded to B. D. Price and D. Alabi. 

An informal dinner and mock Parliament 
was held, when the “National Service for 
Women Bill” was warmly debated before 
being rejected. 

The course organisers have been en- 
couraged by recent attendances, and are 
glad to see that a number of oversea 
students are using this as an opportunity 
not only to exercise their debating skill 
but also to make new friends within the 
Society. 


Annual General Meeting 

This year’s annual general meeting will be 
held in the Chartered Insurance Hall on 
April 25. As has now become customary, a 
Whole Day Course has been arranged so 
that students who live and work outside 
London will have the opportunity of hearing 
lectures during the morning and afternoon 
and attending the A.G.M. in the evening. 


Education and Training Submissions 
Members interested in the submissions of 
the London Students’ Society to the Parker 
Committee will be pleased to learn that 
copies are available for inspection in the 
Library at Spencer House. 


OXFORD 

THE FOLLOWING OFFICERS and committee 
have been elected: President, Mr. F. G. 
Harris, F.c.A.; Vice-President, Mr. O. B. T. 
Bennett, F.c.A.; Hon. Secretary, Mr. R. H. 
Hill; Hon. Assist. Secretary, Mr. J. A. 
Kingham; Hon. Treasurer, Mr. J. M. S. 
Newboult; Hon. Librarian, Mr. R. R. 
Stand; Committee, Mr. A. H. Kirkman, 
F.c.A., Mr. J. F. Ray, F.c.A., Mr. J. H. 
Starmer-Smith, Mr. A. Woodward, Mr. D. 
E. Mitchell, Mr. J. A. C. Offer; Hon. 
Auditors, Mr. G. B. Watson, F.c.A., and 
Mr. D. E. Wilkins. 


WEST WALES 

AT THE ANNUAL general meeting of the West 
Wales Chartered Accountant Studenis’ 
Society, held at Swansea on March 23, the 
following Committee was elected: President, 
Mr. R. Gibb, A.c.A.; Vice-President, Mr. 
G. E. Gibbs, 3.P., F.c.A.; Honorary General 
Secretary, Mr. J. D. Tait, c/o Messrs. Tribe, 
Clarke, Montgomery Williams & Co.; 
Honorary Lecture Secretary, Miss J. J. 
Maull; Honorary Treasurer, Mr. R. S. C. 
Solomon; Honorary Sports Secretary, Mr. 
D. A. R. Day; Committee, Mr. R. A. Kerr, 
a.c.A., Mr. D. F. Pratten, F.c.a., Mr. J. G 
Powell, F c.a., Mr. D. R. Atkinson, Mr. T. 
G. Calvert, Miss S. Davies, Mr. A. Edwards, 
Miss P. Jones, Mr. P. A. Sykes, Mr. R. 
Scott. 
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Personal Notes 


Messrs. Dunn, Hornby & Cowie and 
Banner, Mounsey, Dunn & Co., Chartered 
and Incorporated Accountants, Nairobi, 
Kenya, announce that Mr. F. S. Dunn, 
F.c.A., has retired from practice. The joint 
practices will be carried on by the remaining 
partners at the same address in the name of 
Banner, Mounsey, Dunn & Co. (incor- 
porating Dunn, Hornby & Cowie). 


Mr. John C. Flay, 0.B.£., F.C.A., practising 
under the style of John Flay & Co., an- 
nounces that Mr. Bryan K. Wedge, A.c.A., 
who has been associated with the firm for 
over ten years, has been admitted to part- 
nership. The style of the firm remains 
unchanged. The offices have been removed 
to 8 Bridge Street, Worcester. 

Mr. A. C. Duncan, F.c.A., will retire from 
the chairmanship of Odhams Press in June 
next. Mr. Duncan has been chairman since 
1949 and has served the company for more 
than forty years; he became chief accoun- 
tant in 1920. He will retain his seat on the 
Board and is to be appointed President of 
the company. 

Messrs. F. W. Clarke & Co., Chartered 
Accountants, Leicester, announce that Mr. 
John Francis Doleman, A.c.A., has been 
admitted as a partner. He is the son of Mr. 
F. W. Doleman, F.c.A. 


Messrs. Hays, Akers & Hays, Chartered 
Accountants, London, E.C.4, announce 
that Mr. Alexander d’Agapeyeff, A.c.a., has 
been admitted into partnership. The name 
of the firm remains unchanged. 


Messrs. Broads, Paterson & Co., Char- 
tered Accountants, and Messrs. Arthur 
Young & Co., London, E.C.2, announce 
the retirement as from April 30, 1960, of 
Mr. C. W. Tyrrell, F.c.A., who was articled 
with Broads, Paterson & Co. in 1928 and in 
1938 was admitted as a partner in that firm 
and as a London partner in Arthur Young 
& Co. Mr. Tyrrell, who has been a director 
of the Booker group of companies for some 
years, is taking up full-time duties with the 
group, with special group accounting 
responsibilities and as chairman of Bookers 
Engineering Holdings Limited. 

Mr. Andrew M. Loizides, c.A., and Mr. 
Gabriel G. Scottis, A.c.A., announce their 
partnership under the firm name Loizides, 
Scottis & Co., Chartered Accountants. The 
practice is being carried on in Cyprus at 
Phaneromeni Buildings, Liberti Street, 
Nicosia, Amathous Building, Syntagmatos 
Street, Limassol, and 70a, Lord Byron 
Street, Larnaca. 

Messrs. Arthur J. Smith & Co., Chartered 
Accountants, Richmond, Surrey, announce 
that they have admitted into partnership Mr. 
John W. Smith, B.sc.(ECON.}, A.c.A. He is the 
son of Mr. Arthur J. Smith, and has for 
some years been a member of the staff. 

Messrs. P. D. Leake & Co., Chartered 
Accountants, London, E.C.4, announce 
that Mr. P. W. Phillips, a.c.a., has been 
admitted into partnership. The name of the 
firm is unchanged. 


ACCOUNTANCY APRIL 1960 


Mr. W. G. Palmer, A.c.A., has been 
appointed a director of C.B.S. Ltd., London, 
W.C.2, a member of the Columbia Broad- 
casting System Group. 

Messrs. Nash & Co., Chartered Accoun- 
tants, Kettering, have admitted Mr. C. G. 
Meadows, A.C.A., into partnership. 

Messrs. Hodgson, Harris & Co., Char- 
tered Accountants, Hull, London and else- 
where, announce with regret that owing to 
ill health Mr. C. H. Mead, Fc.A., has 
retired from the partnership. They have 
admitted as partners Mr. J. D. O’Hara, 
A.c.A., Mr. F. G. Baxter, A.c.A., Mr. R. M. 
Strachan, A.c.A., and Mr. M. M. Strachan, 
A.C.A, 


Messrs. Beevers & Adgie, Chartered 
Accountants, Leeds, announce that they 
have taken into partnership Mr. Leslie 
Senior, F.c.A., who has been associated with 
the firm for eight years. 


Messrs. Layton-Bennett, Billingham & 
Co., Chartered Accountants, London, 
E.C.2, announce that Mr. H. W. Agley, 
A.c.A., and Mr. B. J. Herring, A.c.A., who 
have been members of their staff for some 
years, have been admitted as partners. The 
name of the firm remains unchanged. 


Messrs. Larking, Larking & Whiting, 
Wisbech, March, Bury St. Edmund’s, King’s 
Lynn and elsewhere, announce that Mr. 
C. E. Welbourne, A.c.A., who has been 
associated with the firm for many years, has 
been admitted a partner. The style of the 
firm is unchanged. 


Messrs. Victor Walton & Co., Chartered 
Accountants, Leeds, announce that they 
have admitted into partnership Mr. Fred L. 
Fleetwood, F.c.A., who has been a member 
of their staff for many years. 


Mr. T. O. Tatlow, A.c.A., secretary of 
John Bolding & Sons Ltd., has been 
appointed a director of the company. 


Messrs. Deloitte, Plender, Griffiths & Co. 
announce that they have admitted into their 
London partnership Mr. M. A. Charlton, 
A.C.A., who has been a senior member of the 
staff for some years. 


Messrs. Middleton & Middleton, Char- 
tered Accountants, Newcastle upon Tyne, 
announce that Mr. G. H. Middleton, F.c.A., 
has retired from the firm after being a 
partner for forty-seven years. 


Messrs Crane, Christmas & Co., Char- 
tered Accountants, London, E.C.3, an- 
nounce that Mr. F. H. Cooper Christmas, 
F.c.A., who founded the firm with the late 
Mr. R. Crane in 1903, has retired from the 
partnership. The practice is being carried on 
by the remaining partners under the same 
name, and Mr. Christmas will be available 
in a consultative capacity. 


Messrs. Temple, Gothard & Co., Char- 
tered Accountants, London, W.C.2, an- 
nounce that Mr. Brian O. Chilver, A.c.A.,. 
has been admitted to the partnership. 


Messrs. Phillips & Trump, Chartered 
Accountants, Cardiff, have admitted into 
partnership Mr. Neville W. Sims, A.c.A., 


who has been a member of the staff for some 
years. The name of the firm is unchanged. 


Messrs C. McDonald & Co., Chartered 
Accountants, Surbiton, Surrey, have taken 
into partnership Mr..J. L. Danks, F.c.A., 
who has been a member of the staff for some 
time. The name of the firm remains un- 
changed. 

Messrs. W. E. & H. R. Stacey, Chartered 
Accountants, Liverpool, London and 
Criccieth, advise that Mr. J. D. Cook, 
A.c.A., who has held a senior position on 
their staff for some years, has been admitted 
to partnership. He will be in attendance at 
the London Office. The title of the firm 
is unchanged. 


Mr. Sydney Croudson, F.c.A., practising 
at Leeds and Malton under the style of 
Croudson & Co., Chartered Accountants, 
has taken into partnership his sons, Mr. 
David Croudson, B.COM., A.C.A., and Mr. 
Paul Croudson, A.c.A., together with Mr. 
J. F. Taylor, F.c.A., all of whom have been 
associated with the practice for some years. 
The name of the firm is unchanged. Mr. 
G. B. Daft continues as resident manager at 
Malton. 


Messrs. Carter, Greig & Co., Chartered 
Accountants, London, W.C.2, and Edin- 
burgh, announce that Mr. John Waldron, 
F.C.A., has retired from practice. They have 
taken into partnership Mr. Anthony P. 
Rickards, A.c.A. The name of the firm 
remains unchanged. 


Messrs. L. Lavy & Co., Chartered 
Accountants, London, E.C.2, have com- 
bined their practice with that of Messrs. 
Eric H. Ascher & Co., Chartered Accoun- 
tants. The combined practice will be carried 
on under the name of Lavy, Ascher & Co., 
at Imperial House, Dominion Street, E.C.2. 


Messrs. Townsend, Watson & Stone, 
Chartered Accountants, London, N.8, and 
London, W.C.2, announce that Mr. Thomas 
Bennett, c.a., and Mr. W. S. Hofmann, 
F.C.A., have been admitted into partnership. 
The firm name remains unchanged. 


Messrs Phillips and Halliday, Northamp- 
ton, Towcester and Wellingborough, an- 
nounce that Mr. G. C. Wynne Phillips has 
retired. The practice is being continued in 
the same name by the remaining partners. 
The address of the Northampton office is 
now 1 Castilian Terrace, Northampton. 


Removals 


Messrs. Ricketts, Cooper & Co., Char- 
tered Accountants, have moved to 77 
Whiteladies Road, Clifton, Bristol, 8. 

Messrs. Ronald A. Goodman & Co., 
Chartered Accountants, announce that 
their London address is now 26/28 Bedford 
Row, London, W.C.1. 
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FOR MORE THAN 
50 YEARS 
LAURIE & COMPANY 


(The Recognised Employment Specialists in Accountancy) 


rovided the complete service to Employers and Employees in 


ti “fields of accountancy, at all levels, with such success t that their 


reputation is world-wide. 


If you are seeking to improve your career prospects, or if you 
require selected applicants for a vacancy on your staff, you can be sure 
os the So will be approached with characteristic thoroughness 


LAURIE & COMPANY 


19 BASINGHALL STREET, LONDON, E.C.2 (MONarch 6301). 


LINCOLN & GO. of Hanover Square, W.1. 


BUSINESS TRANSFER SPECIALISTS & VALUERS 
Specialise in the disposal of: 

HOTELS, RESTAURANTS & GUEST HOUSES. 
NEWSAGENCIES—TOBACCONISTS— 
CONFECTIONERS—VILLAGE STORES— 
GROCERY & PROVISION BUSINESSES. 
GARAGES & FILLING STATIONS. 


LONDON OFFICES: 
9 HANOVER SQUARE, W.1 
Tel: GROsvenor 6801 (10 lines) 
WEST OF ENGLAND OFFICES 
178 HOLDENHURST ROAD, BOURNEMOUTH 
Tel: Bournemouth 1551 (5 lines) 


APPOINTMENTS VACANT 


(continued from page xxxviii, facing page 252) 


CHIEF ACCOUNTANT 


required at Crawley by an expanding public 
company engaged in woodworking and 
engineering and employing 500. He will be 
responsible for financial and management 
accounting, including a standard costing 


NATIONAL SERVICEMEN. Qualified men who are 
about to be released from National Service and who 
wish to widen their professional experience before 
deciding whether to remain in the profession or to 
enter commerce are invited to apply to a well-known 
firm of City Chartered Accountants for positions on 
their audit staff. Box No. 309, c/o ACCOUNTANCY. 


NORTH LONDON CHARTERED ACCOUN 
TANTS can give chance to local boy (with some ex- 
perience) to make good. A young man can work with 
understanding firm, with good salary. Yes, and 
prospects, too. Box No. 298, c/o ACCOUNTANCY. 


NIGERIA .—London Chartered Accountants 
have vacancies in associated firm in — 
for Qualified Accountants of ability; com- 
mencing salary £1,300-£1,750 per annum 
according to professional experience since 
qualifying. Interesting opportunities for 
career. Fu accommodation, 

and Provident Fund provided. Write to Box 
No. 392, ADVERTISING LTD., 
28 Haymarket, London, S.W.1!. 


—. with a high degree of mechanisation. 
position offers scope and progress to a 
man able to make a contribution in leader- 
ee 7 and administration as well as technical 
ability. 

Candidates must be Chartered Accountants 
and have experience, including costing, in a 
senior position in industry. 

Age about 35. Salary up to £2,000 according 
to experience and qualifications, Contribu- 
tory pension scheme. Possibly assistance with 
housing. 

Applications, giving full details of career to 
date, will be treated with strict confidence, 
and should be addressed to Deputy Managing 
Director, Box No. A714, c/o WALTER Jupp 
Lrp., 47 Gresham Street, London, E.C.2. 


COSTS AND WORKS 
ACCOUNTANT 


Qualified Costs Accountant required for 
expanding manufacturing company in South 
Wales. Extensive experience essential of 
management accounting, standard costing 
and budgetary control. Candidate will be 
required to install a fully-mechanised system. 
Reply giving full particulars of education, 
previous experience, etc., to Box No. 306, 
c/o ACCOUNTANCY. 


DELOITTE, PLENDER, GRIFFITHS & CO., 
5 London Wall Buildings, London, E.C.2, have 
vacancies on their audit staff for young qualified 
accountants. Opportunities to transfer abroad in due 
——. 5-day week, luncheon vouchers and pension 
scheme. 


MALAYA 


International Firm of ntants requires 

oung, single Charte: Accountant for its 
oO! in Kuala Lumpur. Initial contract for 
two years with three months paid leave on 
termination. Starting salary equivalent to 
£1,750—£1,960 p.a., according to experience. 
Applications stating age, education and 

essional examination record, to Box No 

17, c/o ACCOUNTANCY. 


FINANCIAL VACANCIES COLUMN 


FORD OF DAGENHAM OFFERS CHALLENGING 
OPPORTUNITIES ON ITS FINANCE STAFFS 
The current vacancies listed below cover a wide variety of openings at different levels. In all cases 
promotion will depend on merit alone and will not be restricted to the finance field—in an onocnes 
and dynamic Company se serps can be very rapid. Remuneration is based on flexible 
ensure that worth is recognised early—exceptional men can earn exceptional salaries. 


SENIOR OPERATIONS ANALYST—Age 24-30: Honours degree or professional 
qualification. 
There are two vacancies, These are the senior pation: below 4 level in the main Manu- 
facturing Groups of the Company. Their ion includes forecasting, preparation of their 
Group’s profit budget and advice to the Group Manager of performance during the year against the 
planned profit 

‘reference CSA 


OPERATIONS ANALYST—Age 22-27: Intermediate degree or professional qualification. 


Operations aoctegs work in teams under the guidance of senior operations analysts (see above). 
“reference CSA 


PROJECT ANALYSTS—Age 25-40: Large scale expansion involves the critical scrutiny 

and i of a wide variety of capita! projects before they are submitted for Management 

approv: 

eyetese which provide attractive opportunities to gain experience of this aspect of forward 
Management planning in a major industry are offered to suitable candidates. 

The work calls for high calibre intelligence with a well-developed critical faculty capable of evalua- 

ting the effect of different courses of action and the ability to report clearly. 

Preference will be given to candidates holding an Accounting qualification and with experience in 

the Engineering Industry. 

“reference LPA.” 


SYSTEMS INVESTIGATION AND COMPUTER PROGRAMMING 


We are re | new stages in COMPUTER development and require a Graduate with 
ee to General Degree level to train in System Investigation and Computer 
ogramming. 


Some knowledge of Operations Research techniques is desirable but not essential. 
“reference CSI.” 


Apply to Mr. H. C. Crawford, Training and Recruitment Department, Ford Motor Company 
Limited, Dagenham, Essex, quoting appropriate reference on the envelope. 


General enquiries regarding VACANCIES should be addressed to Mr. H. G. PEARMAN, 


TRAINING AND RECRUITMENT DEPARTMENT 
FORD MOTOR COMPANY LIMITED - DAGENHAM ~- ESSEX 
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NORTHERN IRELAND—~young accountant re- 
quired to be responsible for Stock control, Production 
statistics, etc., at modern factory in Co. Armagh— 
salary £800-£1,000 p.a. depending on qualification 
and experience—contributory pension scheme. 
Interview in London or Ireland. Reply to Box No. 310, 
c/o ACCOUNTANCY. 


PEAT, MARWICK, MITCHELL & CO., 
11 Ironmonger Lane, London, E.C.2, have 
vanancies in their London office for young 
Chartered Accountants who wish to widen 
their experience in all branches of accoun- 
tancy. Excellent prospects, good starting 
salary, pension scheme. Opportunities for 
service overseas. Applications to 11 Iron- 
monger Lane, E.C.2. 


PEAT, MARWICK, MITCHELL & CO., 
LEEDS, have vacancies for young chartered 
accountants, newly qualified or with two or 
three years’ professional experience. This 
offers a good opportunity for obtaining wide 
professional experience in the provinces with 
a good salary and a pension scheme and with 
excellent prospects for advancement either 
at home or overseas. Applications to 2 Park 
Place, Leeds 1. 


PHILIPS ELECTRICAL 
INDUSTRIES LTD 


would be interested in receiving applications 
from men up to approximately years of 
age who have either passed the final exami- 
nation of a recognised accountancy body or 
are about to do so. Vacancies exist in the 
field of Management Audit where experience 
can be gained in the accountancy system of a 
large organisation and there are prospects 
of promotion within various accountancy 
departments of the Company. Please write to 
the Employment Officer, 

Century House, 

Shaftesbury Avenue, W.C.2. 
Quoting Ref. 394. 


QUALIFIED ACCOUNTANT with com- 
mercial experience required by one of the 
largest domestic appliance manufacturers in 
the North of England. Must be capable of 
taking full control of accounting and 
preparation of monthly trading accounts 
also annual financial accounts. West Riding 
area. Details of experience to Box No. 314, 
c/o ACCOUNTANCY. 


QUALIFIED ACCOUNTANT WANTED 
FOR AUSTRALIA 


A position exists for a young qualified 
accountant (age 25-35) with audit experience 
who wishes to migrate to Western Australia. 


Good salary and working conditions. 
Apply to Cooper Broruers & Co., Pastoral 


House, 156 St. George’s Terrace, Perth, 
Western Australia. 


' SENIOR AUDIT CLERKS required by Oxford firm 


of Chartered Accountants. Good experience in audit 
and accountancy work is necessary and a qualification 
an advantage but not essential. The positions offer 
interesting work, responsibility and are progressive. 
Flats are available if required. 

Apply in own handwriting, stating age, experience 
and salary required to CriTCHLey, WARD & PiGorrt, 
1/5 Broad Street, Oxford. 


TAXATION ASSISTANT required by Oxford firm of 
Chartered Accountants. Applicants should have good 
experience in all aspects of Income Tax, Surtax and 
Profits Tax. The vacancy is in a specialised depart- 
ment. The post carries responsibility and is pro- 
gressive. The salary is commensurate with experience. 
A flat will be available if required. 

Apply stating age, experience and suggested com- 
mencing salary to CriITCHLEY, WarD & PiGorTT, 
1/5 Broad Street, Oxford. 


TRAVEL SERVICE, London—required Chief 
Accountant to be in charge of Accounts Dept. Able 
to submit quarterly accounts. Knowledge of Foreign 
Banking advantage. Box No. 311, c/o ACCOUNTANCY. 


TREASURY ACCOUNTANTS required by GOV- 
ERNMENT OF HONG KONG either (a) on 
probation for pensionable employment or (6) on 
contract for one tour of three years in first instance 
with gratuity at rate of £175 a year. Salary scale 
equivalent to £1,500 rising to £2,865 a year. Free 
peeenan. Liberal leave on full salary after tour of 

/34 years. Candidates must be members of one of 
the recognised accountancy bodies and have had at 
least one year’s supervisory experience with a large 
organisation since qualifying. Experience of mech- 
anical accounting essential. Write to the CROWN 
AGENTS, 4 Millbank, London, S.W.1. State age, name 
in block letters, ese and experience and 
quote M3A/53025/AD. 


VACANCIES available for qualified Accountants 
in South America, West Indies, Rhodesia, Kenya, 
Far East and the Continent. Call Bootn’s AGENCY, 
80 Coleman St., Moorgate, E.C.2. 


ARTICLED CLERKS 


A LAW GRADUATE from Pakistan seeks articles. 
Exempted from the Preliminary examination. Ready 
to offer premium up to £50. Svep IFTIKHAR AHMAD, 
130 Fairbridge Road, London, N.19. 


STUDENT FROM NIGERIA wishes articles in 
Britain. Box No. 316, c/o ACCOUNTANCY. 


HOTELS 


FOR THAT EXAMINATION IN LONDON! 
Stay at the Bonnington Hotel. All rooms with central 
heating, telephone and radio. Fully Licensed. 
BONNINGTON HOTEL, IN Row, W.C.1. 
Tel. HOLborn 6525. 


MISCELLANEOUS 


400 sq. ft. office accommodation near Cheapside, 
E.C.2. Suit small accountancy practice. Includes 
two offices and small store on third floor. £150 p.a., 
no premium. Apply P. DESMOND SONNEX, A.R.L.C.S. 
29 Orde Hall Street, Holborn, W.C.1. 


Accountancy Tutors Ltd. 
Offer private tuition by arrangement 
to Articled Clerks preparing for the 
examinations of the Institute Inter. 
and Final. Apply to the Director of 
Studies, 63 Lincoin’s Inn Fields, Lon- 
don, W.C.2. (HOLborn 3676.) 


BOURNEMOUTH, town centre. Small office block, 
9 rooms, etc. Lease (low rent and outgoings) for sale 
or would let. Box No. 318, c/o ACCOUNTANCY. 


BRONZE NAME PLATES, cream enamel letter- 
Send required wording. Proof submitted. 
Maite, Engravers, 7a Bayham Street, N.W.1. 


E. P. HOARE, F.V.1. Stocktaker/Valuer, 40 
Birchington Road, London, N.8. Telephone 
MOUntview 3136. 


MEETINGS—A Conference Hall, seating up to 480 

and smaller rooms are available for company and 

other meetings. Apply Secretary. THe CHARTERED 
INSTITUTE, 


INSURANCE 
London, E.C.2. 


NAME PLATES FOR ACCOUNTANTS, in 
bronze, brass and plastics. Send wording and size 
for free estimate and layout to ABBEY 

Lrp., Abbey Works, 109a Old Street, London, 
E.C.1. Tel. CLErkenwell 3845. 


READY-MADE COMPANIES 


FOR SALE 


with Memo. & Arts. Seal & Statutory Books. 
Guaranteed no trading, transferred in thirty minutes. 


Twenty Guineas (inclusive) 


LEWIS COATES & LUCAS LTD 
6 Surrey Street, Strand, London, W.C.2. 
TEMple Bar 6927 (4 lines). Ref. A.C. 


TAXATION FORMS. A complete range from 17s. 6d. 
per 100. Also COMPANY FORMS at competitive 
prices, e.g. Annual Return (Form 6a) our price 
42s. Od. per 100. Apply for lists to SHARPTHORNE 
Press Ltp., 25 Holborn Viaduct, London, E.C.1. 
FLE 0838/39. 


Have you secured for yourself the benefits granted 
by the Finance Act, 1956? 


The 
CHARTERED ACCOUNTANTS RETIREMENT 
BENEFITS SCHEME 


has been established by the 


Institute of Chartered Accountants in England and Wales 
to offer 


Retirement and death benefits at terms 
guaranteed throughout the member’s career 


A pension for yourself and for your wife 
at an inclusive premium. 


Write to: 


The Scheme Secretaries 
8 Boston Avenue 
Southend-on-Sea, Essex 


The Hall, 20 Aldermanbury, 
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DEPOSITS IN THE SOCIETY 
ARE TRUSTEE INVESTMENTS 


assets 
EXCEED 


reserves 
EXCEED 


= 


BUILDING SOCIETY 


MEMBER OF THE BUILDING SOCIETIES ASSOCIATION 


Head Office: WELFORD PLACE, LEICESTER London Office: FITZHERBERT HOUSE, 49 PARK LANE, W.1 


Offices at BIRMINGHAM, BOSTON, BOURNEMOUTH, BRIGHTON, BRISTOL, CARDIFF, COALVILLE, EXETER, HARROW, HINCKLEY, HULL, LEEDS, LINCOLN, LIVERPOOL, 
LOUGHBOROUGH, MANCHESTER, MELTON MOWBRAY, MIDDLESBROUGH, NEWCASTLE, NORTHAMPTON, NORWICH, NOTTINGHAM, PRESTON, SHEFFIELD 


E. IRVINE HALLAS, F.C.A. 


91 HARBOUR RD., WIBSEY, BRADFORD 


| 
Temporary Binders for 
ACCO UN 'ANCY’ INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
. prompt return of all papers is guaranteed. Moderate 
set 1s sent away for permanent Fees. Tuition adapted to meet precise personal needs 


Each issue instantaneously in- 
serted or removed. When one 


of each candidate. Copies of over 900 signed letters 
received from past students will be sent on request. 


binding, this binder is ready for a 


further twelve months’ service. 


KING’S DETECTIVES 


Confidential Investigations in Civil, Criminal, Commercial, 

and Personal cases. Surveillance discreetly effected. Internal 

Larcenies and cases of Fraud and Embezzlement investi- 

gated. Financial Inquiries and Investigations in Bankruptcy 

Green binders with the title in gilt lettering are now available. cases undertaken. Questioned Documents examined. Persons 
Price 12s 6d each (by post 13s). Traced. 


W. J. KING’S DETECTIVE BUREAU LTD. 
ACCOUNTANCY CHANCERY HOUSE, 53/64 CHANCERY LANE, LONDON, WC2 


Moorcate PLace, Lonpon, E.C.2 HOLborn 03 43 / 4 / 5 
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So it was at Monte that Aunt Amelia had all those awful diaphragmatic spasms ? 
Poor old thing. Usual foreign fuss, I suppose — specialists, night nurses, day nurses, 


loads extra on hotel bill... 
Not so. Aunt Amelia’s a shrewd old party. Always has travel insurance N.B. 
with Royal Exchange. Diaphragmatic spasms only hiccups anyway. Wise travellers also have 
But genuine expenses caused by illness whilst travelling covered by Royal Exchange travel insurance 
Royal Exchange policy. Myself, never stir on business or pleasure against loss of or damage to 
without Royal Exchange travel insurance. Costs so little; covers so much. baggage, and against personal 
It’s always a good idea to send for a travel insurance application accident risks. 
form even before you book your tickets. 
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